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PREFACE 


Turs little book is going to Press before the fate of 
Mr. Churchill’s Budget has been decided. I f the 
33 per cent McKenna duties are restored, and af 
new protective duties on silk and hops are placed 
upon the Statute-book, Free Traders will have to 
recognize that the fortress, which resisted all the open 
assaults of its enemies, has once more been betrayed 
by one of the garrison, and that the breach (made 
good by Mr. Snowden last year) will have to be 
repaired by another strenuous effort of the faithful. 
In future English Free Traders must make sure not 
only that their facts and figures ave correct ana their 
arguments sound, but also that their leaders are 
trustworthy. This little book is intended to supply 
information and instruction to those who have not 
read the history of English taxation or followed the 
twists and turns of the fiscal controversy since 
Mr. Joseph Chamberlain tried to overthrow Free 
Trade. I am indebted to my brother, Mr. W. A. 
Hirst, for helping me to summarise the earlier 
vecoras. Much has been omitted from the past in 
order that the struggles of this century may be more 
fully described. So far as I know, this is the only 
book which takes a reader from the beginning to the 
end of the story. In conclusion, I should like to 
thank my friend Lord Eversley, whose memory goes 
back to the Corn Law days, for the encouragement 
and avd he has afforded me. It was at his particular 
request that I undertook the task last year. 


FRANCIS W. HIRST. 
Lonpown, 
; May 12, 1925. 
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FROM ADAM SMITH 
TO PHILIP SNOWDEN 


CHAPTER I 
ADAM SMITH AND Pirr 


FREE TRADE is a theory, an idea, and a practice, 
It appeals to our common sense, just as Protection 
appeals to prejudice. It appeals to international 
good will, just as Protection appeals to inter- 
national ill will. Obviously if commerce is taxed 
and restricted, it will flourish less than if it is free 
and unrestricted. Obviously if neighbours are 
neighbourly, they will be glad to trade with one 
another, and to profit by exchanging surplus 
products. But strangely enough the system of 
Protection is as hard to uproot as the system of 
slavery or the system of war and armaments. 
Indeed, Protection and armaments go hand in 
hand. Both promote poverty; both rely upon 
jealousy and hatred. As an appendage to Pro- 
tection most of the Powers, which planted or 
conquered colonies and dependencies, have 
devised preferential and discriminating duties 
for the purpose of giving the manufacturers and 
producers and shop-owners of the so-called Mother 
Country a monopoly of colonial markets. This 
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preferential Imperialism, the most offensive form 
of Protection, is a fruitful source of war. When 
one nation closes a profitable market against 
others, it must expect to incur jealousy and 
hostility. 

As the development of Free Trade policy and 
legislation originated in theory and philosophic 
doctrine, it is with the theorists and philosophers 
that our survey must begin. 

David Hume (1711-76) may be taken as the 
forerunner of British Free Traders. Till the 
middle of the eighteenth century the mercantile 
system was in favour. It aimed at a strict regula- 
tion of commerce and industry, and, in particular, 
at the accumulation of gold and silver in order to 
provide “‘a favourable balance of trade.’”’ Among 
European statesmen and financiers the most 
famous of this school was Colbert (1619-83), the 
great minister of Louis XIV. He had a passion 
for regulating everything, which took shape in 
restrictions and bounties and protective tariffs, 
until at last a deputation of merchants told him to 
his amazement that what they wanted was to be 
let alone—laissez-faire. The eighteenth century 
was the age of more or less benevolent despots, and 
this cut-and-dried system administered from above 
suited them admirably. Frederick the Great is 
one among many instances of paternal rulers who 
imagined that trade could be encouraged by 
Protection, and taxed, or nursed into prosperity. 

The insularity of Great Britain, the individual- 
ism of her inhabitants, the enterprise of her 
mariners, and her expanding trade, favoured 
independent economic thought. Long before 
Hume, an Englishman named Nicholas Barbon 
in a Discourse of Trade (1690) put forward 
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liberal views on foreign trade showing that inter- 
national trade is barter and that imports pay 
for exports. But Hume was the first great 
writer to discuss economic questions from the 
laissez-faive or “ natural-freedom”’ point of view, 
and the publication of his Political Discourses in 
1752 is a landmark in economic thought. At that 
time the accepted policy of the British Parliament 
aimed at fostering British industries at the expense 
of their rivals. Thus the English woollen manu- 
facturers were protected by a series of statutes 
which almost ruined the manufacture of Irish 
woollens. Customs duties were frequently levied 
on exports as well as on imports. Hume applied 
his clear and candid intellect to current theories, 
and expounded the cause of liberty against restric- 
tion. In his essay Of the Balance of Trade he 
grasps the correct view that goods are paid for by 
goods, and he clearly sees the value of Free Trade 
in promoting international amity. In the essay 
Of Jealousy of Trade he deprecates our “ narrow 
and malignant politics’ which aimed at destroy- 
ing prosperous rivals, and declares: “I shall 
therefore acknowledge that, not only as a man, 
but as a British subject, I pray for the flourish- 
ing commerce of Germany, Spain, Italy, and even 
France itself. I am at least certain that Great 
Britain, and all those nations, would flourish 
more, did their sovereigns and ministers adopt 
such enlarged and benevolent sentiments towards 
each other.” 

These words, written during an uneasy truce of 
eight years between two great wars with France, 
show the philosophic cosmopolitanism of Hume. 
In fact, certain fine spirits in both countries were 
beginning to favour the doctrine of economic 
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liberty. Hume, an admirer of France, and the 
French Physiocrats—who adopted the formula 
of laissez-faire—were the two most potent influ- 
ences on Adam Smith, the founder of Free 
Trade and of the science of political economy. 
The Physiocrats, of whom Quesnay, the physician 
of Louis XV, and Turgot, the chief minister of 
Louis XVI, were the principal representatives, 
held that the laws of the social world like those of 
the physical world can be discovered. They held 
it to be the duty of man to follow the law of 
natural liberty pointed out by nature. Their 
desire to allow the activities of mankind a free 
course led them to urge the abolition of all 
monopolies, all privileges, and all restrictions of 
trade. Their peculiar doctrine that land was the 
sole source of wealth led them astray, but the 
value of their championship of liberty in a time of 
restriction and oppression is inestimable. Smith 
himself began composing the Wealth of Nations in 
France and was a friend of several of the Physio- 
crats. 

It was in the very year (1776) of the publication 
of the Wealth of Nations that Turgot was driven 
from office and thus the last barrier removed 
which might have saved the French monarchy from 
the Revolution. Great Britain was at that time 
(March, 1776) involved in serious troubles of her 
own, which were largely due to the neglect of 
Turgot’s maxim that a nation should be “ content 
to regard its colonies as if they were allied provinces 
and not subjects of the Mother Country.” The 
restrictive ‘‘ plantation’ system had provoked a 
revolt of the American colonies ; in the previous 
year the battle of Bunker’s Hill had been fought 
and in a few months the Declaration of Independ- 
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ence of July 4th was to make the breach irre- 
parable. 

Clearly, then, the policy of restriction produced 
neither prosperity nor peace, for France was 
already tottering on the road to bankruptcy and 
Great Britain was engaged in a disastrous war with 
her own people. The hard logic of events was 
beginning to impress on statesmen the doctrine of 
natural liberty. Smith declared that ‘‘ the less you 
restrain trade, the more you will have.” He ex- 
hibited the absurdity of trying to force trade into 
artificial channels instead of allowing each nation 
or district to produce and traffic in accordance 
with its natural capacity. Such methods were 
opposed to the common sense of ordinary life. “‘ The 
tailor does not attempt to make his own shoes, but 
buys them of the shoemaker. The shoemaker does 
not attempt to make his own clothes, but employs 
a tailor.” The analogy was obvious. ‘‘ What is 
prudence in the conduct of every private family, | 
can scarce be folly in that of a great kingdom. If 
a foreign country can supply us with a commodity 
cheaper than we can make it, better buy it of them 
with some part of the produce of our own industry, 
employed in a way in which we have some 
advantage.” 

The principle of Free Trade was the principle of 
the division of labour ; every part of the world was 
to supply what it was best fitted to produce and all 
mankind would benefit from this cosmopolitan 
policy. The individual trader or manufacturer, 
while pursuing his own interest, would be ‘‘ led by 
an invisible hand to promote an end which was no 
part of his intention.’’ Rousseau had said that 
man was born free and everywhere was in chains, 
and similarly the burden of the Wealth of Nations 
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was that trade and industry ought to be free and 
were everywhere in chains. National wealth 
would increase if men were left to seek their own 
wealth without interference, and the gain of the 
individuals who made up the community would be 
the gain of the community. 

The Wealth of Nations, as the exposition of a 
system of rational liberty, came at a most oppor- 
tune time. It was, in fact, the eve of three great 
movements of revolt against the old order. (1) The 
revolt of the American colonies against a system 
of taxation and regulation imposed from without. 
The result—the total loss of our most valuable 
dependencies—justified Smith’s severe criticisms. 
(2) The industrial revolution, due to mechanical 
inventions, which transformed Great Britain into 
a manufacturing country. Smith died long before 
this was consummated, but his principle of free 
exchange was, in the next century, found necessary 
to deal with the enormous trade that sprang up. 
(3) The French Revolution thirteen years later. 
This, originally a just revolt against obsolete 
restrictions, resulted in wars and a military 
dictatorship which was a heavy set-off against 
such liberation as was effected. Meanwhile our 
own failure to subdue the American colonies was 
a practical warning to adopt a more liberal 
policy. Shelburne, a friend of Adam Smith, 
negotiated the Treaty of Versailles, which brought 
peace in 1783, and the influence of Smith is shown 
in the comparatively enlightened treatment of 
such commercial questions as the fisheries and the 
fur trade. Up till then the British view of a colony 
was that still held by the Portuguese and the 
French, that a colony exists for the benefit of the 
country which has founded it or conquered it ; and 
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that the manufacturers and shop-owners of the 
“Mother” Country are entitled to monopolise the 
whole trade of the colony. 

In 1784 William Pitt climbed into power, and he, 
a zealous student of the Wealth of Nations, at 
once began to put its principles into practice. 
During the American War our public debt had 
grown from {126,000,000 to £240,000,000, the 
Three per Cents had fallen to 57, and pessimists 
ingeminated that the country was “ utterly 
undone.” In this difficult situation Pitt came to 
the conclusion that the problems before him were 
economic rather than political and set to work to 
promote prosperity regardless of prejudices. 

From the very first he recognised the truth of 
Adam Smith’s contention that the extraordinary 
development of smuggling in any article proved 
the duty on that article to be excessive. In those 
circumstances a reduction of duty will relieve the 
consumer and increase the revenue at the same time. 
Accordingly, Pitt reduced the duty on tea from II9g 
to 12} per cent, with the result that in 1793 the 
new duty yielded almost almost as much as 
the old one—{650,000 against £700,000. Next 
year (1785) he made a laudable attempt to 
improve trade relations between Great Britain 
and Ireland. 

Ireland, which had long suffered from the 
jealous tutelage of Great Britain, had within the 
last few years obtained a Parliament that was 
practically independent, and Pitt desired to bind 
the two countries together by commercial bonds. 
_ He proposed ‘‘for the general benefit of the 
British Empire, that the importation of articles 
from foreign states should be regulated from time 
to time in each kingdom, on such terms as may 
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afford an effectual preference to the importation 
of similar articles of the growth, product and 
manufacture of the other.” It was a modified 
form of Free Trade and would have benefited both 
countries, but his plans were marred by the 
opposition of the Whigs and the manufacturers. 

The next year (1786) his larger scheme to 
develop trade between Great Britain and France 
was much more successful. Our manufactures 
were rapidly expanding, and Pitt foresaw an 
excellent market in France which had some 
24,000,000 inhabitants, i.e. treble our own popula- 
tion. The notion of a commercial treaty between 
the two countries had long been a favourite one 
with Shelburne and on this occasion he warmly 
seconded Pitt’s efforts. Great was the prejudice to 
be encountered and hence the triumph of “‘ sweet 
reasonableness ”’ was all the more conspicuous. The 
main economic principle of the treaty was to be the 
exchange of French lace cambrics, oil, wines, and 
brandy against various manufactured ~ British 
goods, but the spirit of good will and enlighten- 
ment which inspired it was more important than 
any specific stipulations. The difficulty of the 
Methuen treaty with Portugal, made in Queen 
Anne’s days, was skilfully avoided by lowering the 
Methuen duties. 

_ The treaty was to last for twelve years and 
established freedom of navigation between the two 
countries. The wines of France were to be 
admitted at the same duties as those hitherto paid 
by Portugal, and there was to be freedom of com- 
merce in all goods not specifically excepted, while 
the excepted goods were to have the benefit of 
the most favoured nation clause. Privateers of 
belligerent nations might no longer be fitted out in 
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French or British ports, nor might their prizes be 
sold therein, while the inhabitants of either 
country, while residing in the other, were guaran- 
teed personal and religious freedom, and the secure 
enjoyment of their property. 

Thus within ten years the Wealth of Nations had 
borne a crop of fair fruit. This treaty, upholding 
peace and free intercourse, was a marked contrast 
to the “mean and malignant ”’ views which were 
then only too common among traders. Pitt urged 
that by promoting habits of friendly intercourse 
and mutual benefit, the treaty would have at least 
the happy tendency of making the two nations 
enter into more intimate connection with each 
other, and as their tastes, manners, and interests 
were blended or assimilated, the chances of future 
war would steadily and certainly diminish. 

The Whig opposition, led by Fox and Burke, 
appealed to national prejudices and animosities. 
Fox declared that ‘‘ France was the natural foe 
of Great Britain and wished by entering into a 
commercial treaty with us to tie our hands.”’ But 
Fortune’s wheel soon reversed the parts. Seven 
years later Pitt embarked on a war with France 
and Fox was its most vehement opponent. 

However, at that time, the policy of enlighten- 
ment prevailed and the treaty was carried through 
the House of Commons by majorities of more 
than two to one. Unfortunately the commercial 
advantages it brought to both countries were 
short-lived. It disappeared in the chaos of the 
French wars which were to last, with one short 
break, from 1793 to 1815. 

While it lasted Pitt’s commercial treaty with 
France certainly benefited the British manufac- 
turers and also the French vine-growers, who 
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multiplied their exports of wine to Great Britain 
almost sevenfold in that short period. 

In this work Pitt anticipated Cobden, whose 
French treaty, it may be noted, lasted about 
thrice as long—from 1860-81. In 1787 he also 
anticipated the work of Peel and Gladstone by 
consolidating the different branches of Customs 
and Excise and simplifying the duties connected 
with them. So intricate, so chaotic was the 
existing system, that nearly three thousand resolu- 
tions were needed to carry these reforms into 
effect. This was an undoubted Free Trade 
measure, for there is no greater obstacle to trade 
than an unintelligible and complicated fiscal 
system. 
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CHAPTER II 
WAR AND PROTECTION, 1793-1840 


THE remaining acts of Pitt as a peace minister, his 
sinking fund scheme and the like, do not bear 
directly upon the subject of Free Trade. Protec- 
tion was still intertwined with British commercial 
policy, and when the French war broke out in 
1793, Pitt’s efforts to emancipate commerce were 
arrested ; for war is the greatest of all Protectionist 
forces. Pitt at first believed that the struggle 
would be short and attempted to finance it by 
loans, but he soon found that the revenues must 
be increased, and protective duties were multiplied 
and raised. At the same time the devastations on 
the Continent checked the growth of manufactures 
abroad and gave our home manufacturers a kind of 
Protection. Meanwhile at home bad harvests and 
the interruption of communications sent up the 
price of corn, and every effort was made by 
enclosure and other methods to enlarge the grain 
acreage. Muchland was brought under the plough 
which could only be profitable when corn was dear, 
and thus a vested interest in high prices was 
created for farmers and landlords. The lot of the 
English labourer became harder and harder. 

As the war went on, the protective spirit grew in 
strength. After the brief Peace of Amiens (1803-4) 
the United States, taking advantage of the 
destruction of the French mercantile marine, 
began to take a great part in the carrying trade 
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of the world. As neutrals their ships were exempt 
from capture and excited the hostility of British 
traders. ‘“‘ They supplant,” said an indignant 
pamphleteer, “or rival the British planter and 
merchant, throughout the Continent of Europe, 
and in all the ports of the Mediterranean. They 
supplant even the manufacturers of Manchester, 
Birmingham, and Yorkshire.” As a matter of 
fact, these Yankee ships were stimulating the vast 
industrial activity by which Great Britain earned 
the wealth that enabled her to beat Napoleon. 

But mistaken notions prevailed, and in 1806 
Great Britain, through the notorious Orders in 
Council, endeavoured to destroy neutral trading 
by declaring a blockade along the whole of the 
sea coast from Brest to the Elbe. Napoleon 
retaliated by his Berlin and Milan Decrees which 
interdicted British ships and manufacturers. His 
economic ideas were even cruder than those of his 
enemies, and no more striking instance of the 
injury caused by erroneous theories can be given 
than the experiences of the two adversaries. 
Napoleon’s attempts to bully all nations into the 
Continental system drew him into the Russian 
war and the disastrous expedition to Moscow 
which was his death-blow. Great Britain, by 
striving to uphold the Orders in Council, was 
drawn into a useless war with the United States 
which might well have turned the scale against 
her, had not Napoleon previously ruined himself 
by his Russian expedition. 

It may be added that the various evils of which 
Free Trade is a corrective sprang up and flourished. 
Smugglers carried on their work in all directions 
and, indeed, arrogated to themselves the honour- 
able title of “Free Traders,” as all readers of 
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Scott’s novels know. They broke down the 
barriers that the authorities had set up and, by 
their means, Napoleon’s troops marched to Moscow 
clad in overcoats made of Bradford cloth. 
The smugglers were popular; for the cost of 
living was becoming oppressive. Trade was 
fettered in every way by irritating taxes and 
regulations. Worst of all, the condition of the 
working-classes was appalling. Wages were low 
and most necessities had risen to what were famine 
prices in comparison with their means. Wheat 
rose to 122s. the quarter in 1812. About 1813 
distress was at its height and in many districts the 
half-starved workmen were driven to desperation _ 
by the belief that hand-labour was to be superseded 
by machinery. Riots and executions followed in 
the West Riding of Yorkshire. When peace came 
in 1815 it found Great Britain exhausted by 
twenty-two years of war and Protection. 

Had Pitt and his successors been content with 
revenue duties and the income tax they could 
have financed the war with much greater 
success. When it ended, the great need was to 
free industry and the people from their burdens. 
There were, as Sidney Smith said five years later, 
“taxes upon everything which it is pleasant to 
see, hear, feel, smell, or taste.” His witty summary 
of the torments of over-taxation has never been 
surpassed : ‘‘ The schoolboy whips his taxed top ; 
the beardless youth manages his taxed horse, with 
a taxed bridle, on a taxed road; and the dying 
Englishman pouring his medicine, which has paid 
7 per cent, into a spoon which has paid 15 per cent, 
flings himself back upon his chintz bed, which has 
paid 22 per cent, makes his will on an eight 
pound stamp, and expires in the arms of an 
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apothecary, who has paid a licence of {100 for 
the privilege of putting him to death. His whole 
property is then immediately taxed from two to 
ten per cent. Besides the probate, large fees 
are demanded for burying him in the chancel. 
His virtues are handed down to posterity on taxed 
marble, and he will then be gathered to his fathers 
to be taxed no more.” 

Unfortunately the landed interests controlled 
Parliament, and their chief object was to main- 
tain rents. For this purpose they needed dear 
wheat. Hence the Corn Laws were the keystone of 
theArch of Protection. The corn tradewas regulated 
with the object of keeping grain at a price which 
should be both steady and remunerative to the 
agriculturist. Till the last quarter of the eighteenth 
century Great Britain had exported corn, but when 
its growing population began to absorb all the 
home supplies, the new conditions brought forth a 
different type of legislation. In 1773 an Act was 
passed which gave facilities for importation of 
wheat duty free when it was selling at more than 
48s. the quarter, and its principal advocate aimed 
at “such regulations as shall prevent any inter- 
ference with the landed interest.” In 1791 this 
was superseded by a more elaborate Act, by 
which a bounty was paid on the export of wheat 
when it fell to 44s. When the price was below 
50s. the import duty was prohibitive, but only 6d. 
per quarter was charged on imported wheat when 
the price rose above 54s. During the French wars 
interrupted communications and bad harvests 
brought about violent fluctuations but, generally 
speaking, the price of wheat and other grains was 
disastrously high, 

Towards the end of the war (in 1813) a Com- 
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mittee appointed by the Houseof Commons reported 
that roos. per quarter was a fair price for wheat ! 
The House was obsessed with the necessity of 
protecting agriculture; even Huskisson and Sir 
Henry Parnell, who were both destined to distin- 
guish themselves as Free Traders, agreed in the 
main with the conclusions of the Committee. 
Legislation on these lines was attempted without 
success in 1814; but when peace came, the dread 
of being flooded with cheap corn was irresistible, 
and in 1815 the notorious Corn Laws were passed. 
Under this Act the importation of foreign corn 
was forbidden so long as the price of wheat did not 
rise above 80s. Canadian wheat was admitted 
when the price exceeded 67s. This iniquitous : 
measure did not save the farmers, and the 
voteless people of London, called by the Annual 
Register “‘ the inferior classes,’’ showed their dis- 
approval by serious rioting. It was very soon 
proved that, at any rate, the Corn Laws would 
not cure fluctuations in prices. In January, 1816, 
wheat was §2s. 6d., in January, 1817, 103s. Id., 
in June, 1817, 111s. 6d. per quarter. As Glad- 
stone long afterwards pointed out, the Corn Laws 
prevented corn from finding a natural and stable 
market. 

Meanwhile our manufacturers were unable to 
find satisfactory markets on the Continent because 
the purchasing power of European nations had 
been diminished by the war. They hampered 
themselves by Protection in the home market, 
and so failed to recover prosperity. To show 
the stagnation of the period, it may be mentioned 
that in the year of Waterloo the value of British 
and Irish exports was higher than at any subsequent 
year down to 1836. 
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The general distress acted as a teacher of sounder 
economic principles, and the Merchants’ Petition 
of 1820 marks an epoch. This document, drawn 
up by Thomas Tooke, the author of a valuable 
History of Prices, was presented to the House of 
Commons by Alexander Baring. It is a powerful 
statement of the Free Trade case, attacking the 
fallacy that imports from abroad tend to discourage 
home products and affirming the vital theory that 
exports, in the long run, pay for imports. Not less 
important was the proposition that tariffs should be 
for revenue only. The petition declared itself to be 
“against every restrictive regulation of trade, not 
essential to the revenue, against all duties merely 
protective from foreign competition, and against 
the excess of such duties as are partly for the 
purpose of revenue, and partly for that of Protec- 
tion.”” Lord Liverpool, the Prime Minister, 
“admitted most fully the advantages of a Free 
Trade: but we had grown up under, though in 
spite of, a system of restrictions, from which it was 
impossible hastily to depart.’ Here at least was a 
valuable admission, and three years later, when 
Huskisson became President of the Board of Trade, 
with Robinson Chancellor of the Exchequer, a start 
was made towards a more liberal policy. 

Our commerce was cramped by the Navigation 
laws under which foreign produce could only 
be imported in British ships, or in ships of the 
country from which the goods were exported, or 
of which the goods were the produce, while the 
colonial trade was entirely confined to British ships. 
In 1823 Huskisson began reform by a measure 
which provided that all duties and drawbacks 
should be levied on British and foreign vessels 
alike. Next, foreign vessels were admitted into 
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the trade between our colonies and foreign 
countries. In 1825 he carried legislation which 
enabled the King in Council “ to place the shipping 
of any other country on an equal footing with our 
own, when that country was willing to grant a 
similar favour in return.”’ 

_This had a beneficial influence on British ship- 
ping, but Huskisson’s best title to remembrance is 
the beginning he made towards establishing a lower 
and simpler tariff. The silk trade was most rigor- 
ously protected ; for the importation of silk goods 
was forbidden altogether, and there were heavy 
duties on raw and thrown silk. And yet the 
Spitalfield weavers were in constant distress. Raw _ 
silk was now to pay 3d. instead of 5s. 6d.-per lb., 
and thrown silk 7s. 6d. instead of 14s. 8d., while 
the duty on manufactured silk goods was fixed at 
30 per cent. Huskisson said: “‘ The prohibitory 
duties, which have been maintained with respect to 
the silk trade, have had the effect—to the shame of 
England be it spoken—of leaving us far behind our 
neighbours in this branch of industry.” Asa result 
of these relaxations the amount of raw silk used by 
our manufacturers during the next ten years was, 
on the average, more than doubled. In later years, 
when Huskisson visited Macclesfield, he was 
received with acclamation by the silk weavers. 

Fiscal reform was active in the years 1824-5. 
Through the influence of Huskisson the duties on 
wool, copper, zinc, and tin were reduced by one- 
half, and there were reductions on pig-iron, sugar, 
and coal. The duty on cotton goods was lowered 
from 50 to 10 per cent, on woollen from 50 to 
15 per cent, on linen from 50 to 25 per cent, 
on leather from 75 to 30 per cent, and on earthen- 
ware from 75 to 15 per cent. The nickname 
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“‘ Prosperity Robinson’ which was bestowed on 
the Chancellor of the Exchequer by Cobbett in 
derision was not wholly undeserved. 

Unfortunately a terrible financial panic broke 
out early in 1826. The Spanish-American 
Republics, lately liberated from Spain, captured 
the imagination of British merchants and manu- 
facturers, who supposed that there would be an 
immense demand for British goods, and they 
indulged in wild speculations which recalled the 
South Sea Bubble of one hundred years earlier. The 
natural result was a commercial crisis which led to 
innumerable bankruptcies and the breaking of 
banks. Thus the process of economic reform was 
arrested and the public mind turned to political 
agitation which ended in the Reform Bill of 1832. 

During this time agriculture had been raising 
loud complaints ; fluctuating prices made farming 
highly speculative, and there was much distress 
among the labourers. In 1828 to keep the 
price of corn both high and steady a sliding- 
scale was introduced. Under it the import duty 
on wheat was to be 25s. 8d. per quarter when the 
average price was under 62s.; 24s, 8d. when from 
62s, to 63s. ; and so gradually reduced to 1s. when 
the average price was 73s. and upwards, The 
belief that Government ought to control prices 
took an unconscionable long time in dying. The 
death of Huskisson in 1830 was a serious blow to 
the cause of commercial freedom, but in the same 
year Sir Henry Parnell’s important treatise On 
Financial Reform gave a new impetus to liberal 
reformers, 

Parnell was a man of great experience, having 
long been Chairman of the Finance Committee of 
the House of Commons. But his book was little 
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more than a practical application of the doctrine of 
the Wealth of Nations to the circumstances of the 
times. His contention was that our trade would 
flourish if it were freed from restrictions. Taxation 
was a burden not so much because it was high as 
because it was partially and unskilfully applied 
with a view to building up monopolies and protec- 
tions. ‘‘ These monopolies and protections impose 
by increased prices burdens on the public, not for 
any purpose of common utility or national advan- 
tage, but for the support of some favoured trades. 
If the effect of the Corn Laws be to raise the price of 
corn 5s. a quarter, this advance on the quantity 
annually consumed, taken at 50,000,000 quarters, 
creates a charge on the public of £12,500,000 a 
year.” The public revenue then amounted to 
about {£50,000,000. As regarded {£39,000,000, 
Parnell was willing to admit that it “‘is obtained 
in a way but little liable to any real objections.” 
But the remaining £11,000,000 were “‘ as injurious 
as it is possible for taxes to be,’”’ because £6,000,000 
were upon raw materials, £2,000,000 were excise 
upon manufactured goods, and £3,000,000 were so 
unduly high that they checked consumption or 
encouraged smuggling. He proposed the abolition 
of all taxes on raw material, and used the word in 
the widest sense, so as to include not only products 
like cotton, wool, flax, and hemp, but those which, 
being the result of manufacture, are useful in 
further manufactures, such as leather, bricks, and 
tiles. One instance well shows the absurdity of the 
protective system—the mulcting of the many for 
the benefit of the few. ‘“‘The duty on barilla 
[impure alkali] is about 100 per cent, though lately 
reduced. It produces £79,000 a year. It is used 
in large quantities in making soap, and raises the 
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prices of the materials of several manufactures.’ 
Nothing could be more inadequate than the cause 
of all this injury and vexation. “ This duty was 
originally and avowedly imposed as a protection of 
the manufacture of kelp, for the exclusive benefit 
of a few families in Scotland.” 

Many oppressive excise duties had been im- 
posed on manufactures, such as paper, glass, 
printed calicoes, and soap. “‘ By the Excise Laws 
prescribing the processes of fabrication, the manu- 
facturer cannot manage his trade in the way his skill 
and experience point out as the best; but he is 
compelled to conform to such methods of pursuing 
his art as he finds taught in Acts of Parliament.” 
Thus “ the consumers of their goods pay increased 
prices, not only for the duties imposed on them, 
but for the additional expense incurred by absurd 
and vexatious regulations, and, in addition to this, 
the goods are generally very inferior in quality to 
what they would be if no duties existed.’’ Parnell 
proposed to sacrifice £3,000,000 of revenue by 
abolishing the duties on barilla, glass, paper, hemp, 


> 


thrown silk, coals, and two-thirds of that on soap. . : 


This loss of revenue would be amply paid for by the 
extension of those trades, the employment of some 
hundred thousand more workmen, and a much 
larger amount of capital. He also exposed the 
failure of agricultural protection, and urged that 
even the landlords could not long continue to 
benefit by this wasteful process. Seventeen years 
of experience had led to a change in his views, and 
he now, in cautious language, advised the abolition 


of the Corn Laws. At any rate the duties levied 


on such necessaries as corn and timber should be 
fixed and moderate, imposed for the sake of 
revenue, not for protection or preference. 
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Financial Reform is also opposed to the system 
of preferential. and discriminating duties. Its 
author urged the repeal of the elaborate and 
vexatious arrangements which had been designed 
to foster trade between Great Britain and her 
colonies. He even argued that it would be to our 
advantage if Canada and our other colonies 
became independent. This matter is well worth 
considering by those who advocate Imperial Prefer- 
ence. At a time when every kind of preference 
was given to the colonial trade, when every effort 
was made to force it into artificial channels, then it 
was that mutual discontent flourished, and even 
shrewd thinkers like Sir Henry Parnell concluded 
that the colonies were a burden to be shaken off 
at the first convenient opportunity. As the 
restrictions were gradually swept away, that 
school of thought became obsolete, and men of all 
politics agreed in viewing with pride the progress 
of our self-governing dominions. 

Parnell also advocated retrenchment in expendi- 
ture and many useful projects which have only an 
indirect bearing on Free Trade, such as Poor Law 
Reform. His treatise, though now almost for- 
gotten, is the raw material of history. It had some 
immediate effect on the timid and tentative fiscal 
legislation of the Whigs. But some ten years 
later Peel took its principles, almost in their 
entirety, as a basis for his great practical work of 
emancipating British trade. Parnell thus states 
the conclusion of the whole matter :— 

“ Those individuals who so much fear a system 
of Free Trade, instead of assuming it to be wrong, 
should attempt to refute the arguments which are 
advanced to show that Free Trade affords the 
most extensive employment of capital and labour, 
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and thus contributes to the greatest possible 
amount of annual productions, and to the most 
rapid accumulation of national wealth. The 
advocates of it desire to have its merits decided by 
the practical utility of the principle, as illustrated 
by experience; and they fearlessly refer to the 
facts belonging to every branch of trade, and to all 
experience, for the confirmation of the soundness 
of their doctrines. 

“Tf once men were allowed to take their own 
way, they would very soon, to the great advantage 
of society, undeceive the world of the error of 
restricting trade, and show that the passage of 
merchandise from one state to another ought to be 
as free as air and water. Every country should be 
as a general and common fair for the sale of goods, 
and the individual or nation which makes the best 
commodity should find the greatest advantage. 
The distance and expense of carriage are sufficient 
reasons for any nation’s preferring its own goods 
to those of others, and when these obstacles cease 
to be effective, the stranger is preferable to our 
own countrymen, otherwise domestic trade is 
injured instead of being favoured. For these 
reasons, trade claims liberty instead of those 
protections by which it has been discouraged.” 

When the Whigs came into power, their energies 
were chiefly occupied with political and social 
reform, but the influence of Parnell is visible in 
the action of their Chancellors of the Exchequer 
Lord Althorp and Spring-Rice, who succeeded him. 
Their principle was to remit Excise and Customs 
duties on raw materials, or to reduce them to a 
moderate figure. Althorp’s Budget of 1831 was 
called the boldest Budget since the days of Pitt, 
principally because it attacked the timber duties ; 
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but he was unable to carry his extensive plans, and 
little more was effected than the repeal of the tax 
on coal, and the excises on printed cotton goods 
and candles. 

In 1839 when Francis Baring became Chancellor 
of the Exchequer he found trade dull, inelastic 
revenue, and chronic deficits. His remedy— 
increased Excise and Custom duties—was bad in 
principle and proved a failure in practice. The 
spectacle of Baring’s failure provoked one of Peel’s 
rare jests: “I cannot conceive,” said Peel, ‘a 
more lamentable position than that of a Chancellor 
of the Exchequer, seated on an empty chest, by 
the pool of bottomless deficiencies, fishing for a 
Budget.” 


CHAPTER III 
THE TRIUMPH OF FREE TRADE, 1841-1903 


WHEN the Whigs fell before Peel in 1841, business 
men all over the country had begun to feel that the 
time was ripe for searching reforms of taxation. 
For several years the artificial scarcity caused by 
the Corn Laws and the general distress had 
absorbed public attention. The Anti-Corn Law 
League was rapidly converting the manufacturers 
of Lancashire and Yorkshire. 

It was in October, 1838, that seven men met in 
Manchester and started this famous organization, 
which in little more than seven years was to bring 
about a peaceful revolution. A month or two later 
it was joined by Richard Cobden, whose persuasive 


eloquence, united with the noble oratory of John 


Bright, penetrating every corner of the kingdom, 
carried the cause to victory. The League saw that 
the Corn Laws were the symbol and the cornerstone 
of the whole system of monopoly and privilege, and 
they determined to advocate total repeal. They 
were told their cause was hopeless, but they never 
despaired. They preached the doctrine of freedom 
and plenty to hungry multitudes. One of the best 
descriptions of the intolerable conditions prevailing 
in the Hungry Forties was given in later days by 
Joseph Chamberlain. It was in the year 1885. 
Trade was then dull, and the nostrum of Protection 
was being recommended. Chamberlain thus gave 


vent to his indignation at a Birmingham meeting :-— _ 
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“T wonder,” he said, ‘“‘ whether in this vast 
audience there are any people who have any con- 
ception of the state of things which existed forty or 
fifty years ago—i.e. between 1835 and 1845. At 
that time the whole of the labourers in the agri- 
cultural districts were on the verge of starvation. 
The poor-rates were in some districts 20s. in 
the pound. At the time of which I am speaking 
the large towns were described by eye-witnesses 
as bearing the appearance of beleaguered cities ; 
so dreadful was the destitution and the misery 
which prevailed in them. People walked the 
streets like gaunt shadows, and not like human 
beings. There were bread riots in every town. 
There were rick burnings on all the countrysides. 
We were on the verge of a revolution when the 
Corn Laws were abolished.” 

The agitation of the Anti-Corn Law League was 
purely constitutional. Its aim was the double one 
of persuading Parliament and the country. In 
the House of Commons the League was represented 
by C. P. Villiers who brought forward annual 
motions against the Corn Laws; these were 
heavily outvoted, but the arguments made an 
impression on both sides of the House. Early in 
1839 Peel, who was leader of the Conservative 
opposition, made the important admission that 
the Corn Law was practically at an end, wmless it 
could be shown that it was consistent not only with 
the prosperity of agriculture, but also with the 
general interests of the country. The Whigs also 
were beginning to flirt with the half-measure of a 
fixed duty, but the League wisely determined not 
to rely on any party and, backed by large sub- 
scriptions from the northern manufacturers, carried 
on a crusade by speeches, pamphlets, and petitions. 
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In March, 1840, the delegates of the League met 
Lord Melbourne, the Prime Minister, who put them 
off with amiable cynicism. “‘ There could be no 
question,” he said, “* that their principle was right ; 
but nations did not always see their own interests.”’ 
He declared that ‘‘ the general opinion of the world 
was against Free Trade.’’ However, a little later 
in the session the cause won a notable triumph ; 
for Joseph Hume obtained a select committee to 
inquire into import duties. The report, and the 
evidence on which it was based, went strongly 
against the Protective system :— 

‘The Tariff,” says the Report, ‘‘ often aims at 
incompatible ends; the duties are sometimes 
meant to be both productive of revenue and for 
protective objects, which are frequently incon- 
sistent with each other; hence they sometimes 
operate to the complete exclusion of foreign 
produce, and in so far no revenue can of course 
be received; and sometimes, when the duty is 
inordinately high, the amount of revenue becomes 
in consequence trifling.” Thus the ground was 
gradually being prepared for Free Trade, not only 
in corn but in goods of all descriptions. 

Troubles were accumulating on all sides. The 
Chartists, who advocated political reform by 
violence, had in 1839 caused an insurrection in 
Wales as well as serious riots in other places. These 
disturbances were easily put down, but dangerous 
discontent remained. Bad finance was accom- 
panied by bad harvests and bad trade. The state 


of things at the beginning of the year 1841 has been | 


described in dark and vivid colours by Macaulay, 
the most brilliant of contemporary writers :— 
“Will anybody tell me that the capitalist was 


the only sufferer, or the chief sufferer? Have we 
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forgotten what was the condition of the working 
people in that unhappy year? So visible was the 
misery of the manufacturing towns that a man 
of sensibility could hardly bear to pass through 
them. Everywhere he found filth and nakedness, 
and plaintive voices, and wasted forms and 
haggard faces. Politicians, who had never been 
thought alarmists, began to tremble for the very 
foundations of Society. First the mills were put 
on short time. Then they ceased to work at all. 
Then went to pledge the scanty property of the 
artisan ; first his little luxuries, then his comforts, 
then his necessaries. The hovels were stripped till 
they were as bare as the wigwam of a dog-ribbed 
Indian. Alone amidst the general misery, the shop 
with the three golden balls prospered, and was 


crammed from cellar to garret with the clocks and / 


kettles, and the blankets, and the Bibles of the 
poor. I remember well the effect which was pro- 
duced in London by the unwonted sight of the 
huge pieces of cannon which were going northward 
to overawe the starving population of Lancashire.” 

Thereupon the Whigs began to move towards a 
more liberal policy. Lord John Russell proposed 
a fixed duty of 8s. a quarter upon wheat instead of 
the sliding-scale, and this was welcomed by many 
Free Traders as a step in the right direction. But 
the Whig Budget of 1841 was feeble and timid. Its 
main feature was an attack upon the differential 
duties on timber and sugar ; colonial produce was 
then highly favoured at the expense of foreign, and 
the result of the restrictions was to make these two 
important articles both scarce and dear. It was 
easy to get up a strong feeling against “‘ slave-grown 
sugar’’; the sugar clauses were defeated in the 
House of Commons. The Whigs still clung to 
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office, but Peel carried a vote of censure against 
them, and in the ensuing General Election they 
were heavily defeated. Thus in August, 1841, 
Peel came into power with a large Conservative 
majority. But in that Parliament Richard Cobden 
obtained a seat for the first time. He was soon 
followed by John Bright, and these two champions 
of the League were destined to see a hostile House 
of Commons carry out their policy by abolishing the 
Corn Laws. 

Meanwhile a very bad harvest had added to the 
general distress, and the misery in the manu- 
facturing districts was beyond belief. Such items 
of news as the following were typical of the whole 
country: “In Leeds, there were 20,936 persons 
whose average earnings were under one shilling 
a week. In Nottingham, 10,580 persons (nearly a 
fifth of the population) were in the receipt of parish 
relief.” Nor did the peasants benefit by the Corn 
Laws. Fawcett the economist was then a boy, and 
on his youthful mind the wail of a Wiltshire 
labourer deeply impressed itseli—‘‘ I be protected 
and I be starving.” 

Cobden blamed Peel for not taking immediate 
steps to meet the prevailing distress. ‘‘ When I go 
down to the manufacturing districts,” he said, “I 
know that I shall be returning to a gloomy scene. 
I know that starvation is stalking through the 
land, and that men are perishing for the want of 
the merest necessaries of life.” 

Peel had come into office as leader of the 
Protectionist Party. He was not ready yet; but 
he began to prepare a great new scheme of finance 
for the session of 1842. While he deliberated, the 


League was agitating, and Parliament met with the © 


knowledge that grave decisions were impending. 
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The Queen’s Speech referred with sympathy to the 
“continued distress,’’ and stated: ‘‘ I recommend 
to your consideration the state of the laws which 
affect the importation of corn and other articles, 
the produce of foreign countries.” 

Peel’s position was very difficult, because he 
depended upon the votes of the country gentlemen 
who were resolute for maintaining the protection 
of agricultural produce. So the first part of his 
scheme, which dealt with the Corn Laws, was a 
mere tinkering with the sliding-scale, e.g. when 
wheat was at 50s. the duty was to be 2os. instead 
_ of 36s. 8d. This was a miserable mouse to come 
out of such a mountain of cogitation; for, as critics 
justly observed, 20s. was almost as prohibitive as 
the larger sum, and it mattered little to a man 
whether he was drowned in ten or twenty feet of 
water. But Peel easily carried his measure against 
the fixed duty of the Whigs and the total repeal of 
Cobden and Villiers. From this sham measure he 
turned to a real scheme for the reform of the fiscal 
system. He was able to operate on raw materials 
and manufactured goods because Cobden had con- 
verted most of the manufacturers and operatives 
to Free Trade, and because the landlords and 
farmers were glad to have cheaper tools and 
machinery and clothing so long as the price of 
corn was maintained. Like all sensible Pro- 
tectionists, they only wanted Protection for their 
own produce. 

Peel had as his right-hand man young Gladstone, 
who was Vice-President of the Board of Trade ; 
and the Budget of 1842 was the first step in a 
twenty-years’ process by which these two states- 
men changed our policy from Protection to Free 
Trade. Peel was faced with chronic deficits, the 
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latest being about 2} millions sterling, with dull 
trade, and an inelastic revenue. He had two 
effective remedies, an income-tax and a simplified 
tariff (for revenue), and these two have ever since 
been the mainstays of British financial policy. 

The income-tax introduced by Pitt had always 
been regarded as a war measure; hence after the 
war (in 1816) it had been rashly abandoned. Peel 
revived it as a temporary remedy for a dangerous 
disease ; it was to be for three years only at 7d. 
in the pound, and incomes under £150 were to be 
exempt. By this means he hoped (and his hopes 
were eventually justified) to wipe out the deficit and 
to have a considerable sum available for operations 
upon the tariff. In fact, after the first year, the 
tax always yielded at least £5,000,000. It was 
sharply attacked ; but Peel overbore all opposition, 
for his evident capacity was beginning to impress 
his political foes. Greville, the diarist, records a 
remark of a Whig member who had listened to the 
Budget speech: ‘‘ One felt, all the time he was 
speaking, ‘ Thank God, Peel is Minister!’” 

His object was not only to raise revenue, but 
also to free industry of vexatious burdens and 
restraints. At that time the tariff comprised 1200 
dutiable articles, and these duties were imposed 
almost indiscriminately on raw materials and 
manufactured goods. Most of them produced no 
revenue worth mentioning, and that they did not 
‘really “protect’”’ industry was shown by the — 
distress of the manufacturing interest. Peel ~ 
declared that “the country had arrived at the 
limits of taxation on articles of consumption.” He 
dealt with 750 articles, his principle being to 
reduce the duties on raw and semi-manufactured 


articles to a nominal amount and to lower the ~ 
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duties on manufactured articles to about 20 per 
cent. Gladstone has recorded that this was the 
first and most laborious of four revisions of the 
tariff which it was his lot to undertake. Although 
the League complained bitterly that Peel left corn 
and sugar untouched, he alarmed his agricultural 
supporters by reducing the duties on imported 
cattle and provisions. Altogether this Budget was 
a magnificent beginning, and Peel supported it by 
Free Trade arguments. ‘‘ My own conviction,” 
Cobden remarked fourteen years later, “is that 
Peel was always a Free Trader in theory; in 
fact, on all politico-economical questions, he was 
always as sound in the abstract as Adam Smith or 
Bentham.” 

Valuable as this tariff reform proved, it was 
insufficient. Peel’s attitude to the Corn Laws 
disappointed Free Traders, though his Budget 
encouraged them to fresh exertions. The rest of 
the year and the whole of 1843 were devoted to 
incessant agitation. The eloquence of Bright and 
W. J. Fox roused the emotions of the multitude, 
who began to see that their bread was made dear by 
selfish interests. Cobden’s reasoning was an even 
greater power. He tore to pieces the fallacy, which 


» had imposed upon the Chartists, that cheap food 


meant low wages, and showed not only that Free 
Trade in corn would enable British manufacturers 
to exchange their goods against food supplies from 
abroad, but that the farmers themselves had 
suffered as much from the blundering sliding-scale 
as any other class. 

The League raised first £50,000, then £100,000 
to carry on the agitation. Sir Robert Peel was 
bombarded with deputations; and the Morning 


Post complained that he did not refute Cobden’s 
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arguments. Lord Fitzwilliam, the Marquis of 
Westminster, the Earl of Ducie, and some other 
aristocratic landowners supported the League. 
Carlyle joined the chorus. “‘ If,” he wrote in Past 
and Present, ‘‘I were the Conservative Party of 
England (which is another bold figure of speech), 
I would not for a hundred thousand pounds an 
hour allow those Corn Laws to continue.” A 
crowded League meeting in Drury Lane Theatre 
showed the advance its principles were making in 
London. Peel, in a debate on commercial treaties 
in the House of Commons, had made the important 
admission: ‘‘I am bound to say that it is our 
interest to buy cheap, whether other countries will 
buy cheap or no,” and in the annual Corn Law 
debate of 1843 he had much the worst of the 
argument with Cobden. 

The year 1844 marked a lull in the agitation ; 
trade began to revive, and the harvest was good. 
But the League, knowing how precarious was the 
temporary prosperity, worked hard in the rural 
districts and improved their registration with a 
view to the General Election. As Bright pointed 
out in the House: ‘‘ During fair weather the Corn 
Law is partially in operation ; its hideous features 
are to a great extent disguised ; but good harvests 
will not always be granted us; and, when the 
unfortunate seasons come round again, then again 
will come disaster and distress.” 

Yet the cause was advancing and Peel was being 
converted. In 1845 Cobden spoke in Parliament 
on the evil effect which the Corn Laws had upon 
agriculture. John Morley has well described the 
scene: “‘ The Prime Minister had followed every 
sentence with earnest attention; his face grew 


more and more solemn as the argument proceeded. _ 
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At length he crumpled up the notes which he had 
been taking, and was heard by an onlooker who 
was close by to say to Mr. Sidney Herbert, who sat 
next him on the bench: ‘ You must answer this, 
for J cannot.’ And, in fact, Mr. Sidney Herbert 
did make the answer, while Peel listened in 
silence.’ During this session Peel, though timid 
in attacking the great monopolies, abolished all 
export duties and added enormously to the free 
list of imports. The Anti-Corn Law speakers had 
done their work and the forces of Nature were 
now to fight upon their side. The Budget of 1845 
gave the country another great instalment of Free 
Trade. The sugar duties were reduced. The 
export duty on coal and all the other export duties 
were repealed. Of the 813 articles on the import 
tariff no less than 430 were placed on the free 
list. All this was possible because, as trade 
expanded under the influence of freedom, large 
surpluses of revenue had resulted. 

Early in August, 1845, Parliament adjourned. 
Wheat was at the low price of 47s, a quarter and 
‘the harvest prospects seemed good, But then 
began the historic rain that rained away the Corn 
Laws; the autumn was the wettest in the memory 
of man, and potato disease destroyed the potato 
crop in Ireland. Great Britain was faced with 
scarcity and Ireland with starvation. The Cabinet 
had many meetings in November. Peel wished to 
abolish the restrictions on the import of grain by 
issuing Orders in Council, and then to assemble 
Parliament with a view to the repeal of the Corn 
Laws; but the majority of his colleagues were 
against him. 

In this state of perplexity Lord John Russell 
struck a decisive blow. On November 22nd he 
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addressed a letter to the electors of the City of 
London stating that he had abandoned the fixed 
duty and declaring for total and immediate repeal. 
Thus both the Whig and the Conservative leaders 
were converted at the same time and the wisdom 
of the League was justified by its converts. Peel 
continued to struggle with his reluctant colleagues 
and at last induced the Duke of Wellington to 
admit that the Queen’s Government could not be 
carried on unless a Repeal course were pursued. 

On December 4th came the startling announce- 
ment in The Times that the Government had 
determined to repeal the Corn Laws, and would 
assemble Parliament in January for that purpose. 
It was long rumoured that Sidney Herbert im- 
parted the secret to the beautiful Mrs. Norton, and 
that she sold it to Delane of The Times. This 
romantic story was embodied forty years later 
by George Meredith in Diana of the Crossways ; but 
it is a pure myth and Meredith afterwards apolo- 
gised for it. In fact, the news was communicated 
with Peel’s consent by Lord Aberdeen, a strong 
Free Trader, in the hope of strengthening Peel’s 
position both in the Cabinet and the country. 
While Protectionists were indignantly denying 
this perfectly true announcement, Peel, having 
failed to win over Lord Stanley (afterwards Lord 
Derby), resigned office. 

Lord John Russell attempted to form an 
administration to carry out the Repeal policy, but 
failed owing to personal dissensions among his 
followers. He, as Disraeli expressed it, ‘‘ handed 
back with courtesy the poisoned chalice to Sir 
Robert.” It could not, indeed, be a very pleasant 
task for Peel to persuade his party to abolish the 
Corn Laws, seeing that he had been put in power 
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to maintain them. But he was warmly welcomed 
back by the Queen, who was now a Free Trader, 
and he began his task with the loss of no important 
colleague except Lord Stanley. 

The Session of 1846 is one of the most dramatic 
in our parliamentary history. Peel was in the 
paradoxical position of being supported by every- 
one but his own supporters ; the county members, 
who were the main strength of the Tories, prepared 
to offer a fierce resistance. On January 27th he 
introduced his new policy in a long speech, begin- 
ning with a general reform of the tariff in a Free 
Trade direction and at last making the momentous 
announcement that on February Ist, 1849, the 
Corn Laws would cease to be. For three years’ 
they were to be gradually reduced and, after that 
date, corn would be admitted free except for the 
nominal registration duty of 1s. the quarter. 

Whigs and Free Traders were committed to his 
support and thus a majority was secured. But 
the Protectionists found a brilliant champion in 
Disraeli and a dogged leader in Lord George 
Bentinck. This great light of the Turf ‘‘ could not 
bear being sold,” and he attacked Peel for the 
betrayal of the country interest with unsparing 
invective, while Disraeli assailed the harassed 
Prime Minister with taunts that cut like a whip. 
Both were loudly applauded by the malcontents, 
but Peel, bravely enduring the charge (true enough) 
that he had changed his mind and broken up his 
party, stuck to his measure and piloted it through 
the House of Commons. On May 15th it passed 
the third reading by 327 votes to 229. In June the 
Bill, having been forced through the House of 
Lords by the Duke of Wellington, became law. 

It was the end of Peel’s career as a Minister ; for 


36 From Adam Smith to Philip Snowden 


the Tory Protectionists, bent on revenge, and the 
Whigs, bent on office, had determined to bring 
about his fall. On the very day that Free Trade 
became law in the United Kingdom, Peel was 
driven from office by an adverse vote on an Irish 
Coercion Bill. 

He fell with dignity and honour, announcing his 
resignation in a speech that was worthy of the 
occasion. He gave honour where honour was due. 
‘“T have no wish to rob any person of the credit 
which may be justly due to him in carrying these 
measures; but I may say that neither the gentle- 
mien sitting on the benches opposite, nor myself, 
nor the gentlemen sitting round me—I say that 
neither of us are the parties who are strictly en- 
titled to the merit. There is a name that ought to 
be associated with the success of the measures. . . . 
It is the name of a man who, acting, I believe, from 
pure and disinterested motives, has advocated 
their cause with untiring energy, and, by appeals 
to reason, enforced by an eloquence the more to 
be admired because it was unaffected and un- 
adorned—the name which ought to be and will be 
associated with the success of these measures is the 
name of Richard Cobden.”’ Peel’s parting words 
have been fitly inscribed on the base of at least 
one statue which the gratitude of the people has 
raised to him: ‘‘It may be that I shall leave a 
name sometimes remembered with expressions of 
good will in the abodes of those whose lot it is to 
labour and to earn their daily bread by the sweat 
of: their brow, when they shall recruit their 
exhausted strength with abundant and untaxed 
food, the sweeter because it is no longer leavened 
by a sense of injustice.” 

Thus the great battle of Free Trade had been 
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fought and won; during the next twenty years a 
series of minor engagements completed the victory 
and cleared the tariff of all Protectionist and 
Preferential taint. 

Lord John Russell became Prime Minister and 
his Government followed the lines of Peel’s fiscal 
policy. The greatest achievement of this adminis- 
tration, the repeal of the Navigation Laws, was 
effected in 1849. We have seen that Huskisson 
relaxed them to some extent; but the relaxation 
depended largely on the reciprocity of other 
countries, and as most countries refused to 
reciprocate, the benefit was not great. Foreign 
goods had still to be imported in British ships or 
in ships of the country of origin, and there were 
restrictions on the employment of foreign sea- 
men. As the Navigation Laws had been enacted 

in the seventeenth century to foster our mercantile 
~ marine and ensure a supply of sailors for the Navy, 
their Repeal gave an opportunity for a fine display 
of eloquence by the Protectionists who predicted 
that Britannia would cease to rule the waves. On 
this ground they had the novel experience of being 
able to quote Adam Smith’s obiter dictum that “ as 
defence is of much more importance than opulence, 
the Act of Navigation is, perhaps, the wisest of all 
the commercial regulations of England.” 

But the Navigation Laws had become a serious 
burden upon our trade. They were repealed, our 
ports were thrown open to the ships of all nations, 
and all these jeremiads were falsified. Great 
Britain, indeed, had the curious experience of 
watching her unprotected ships increasing by 
leaps and bounds, while the protected mercantile 
marine of the United States—then her chief rival— 
shrank into insignificance. 
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When Lord John Russell left office in 1852, Lord 
Derby, who had stood by Protection, became 
Prime Minister, with Disraeli, who had so fiercely 
attacked Peel for abolishing the Corn Laws, as 
Chancellor of the Exchequer. Free Trade, then, 
might appear to be in danger. But Disraeli and 
Lord Derby both saw that the new system was too 
popular to allow of any reversion to Protection. 
They did not like to make a public recantation, 
but got over the difficulty by adopting a mildly- 
worded resolution, drawn up by Lord Palmerston, 
which affirmed the principles of Free Trade. This 
was carried by an enormous majority in the House 
of Commons, and thus Protection was buried, or as 
Disraeli afterwards described it, was “‘dead and 
damned.” 

The Derby-Disraeli Government had a very short 
life. Disraeli, as Chancellor of the Exchequer, 
produced a Budget which though not Protective 
was so ill-conceived that Gladstone had no diffi- 
culty in destroying it by a masterly speech. Lord 
Derby resigned, and Lord Aberdeen formed a 
Coalition Government, with Gladstone as Chancel- 
lor of the Exchequer. Gladstone’s famous Budget 
of 1853 was remarkable for its treatment of the 
Income Tax and Succession Duties, as well as for 
another great instalment of Free Trade. He was 
proving himself an apt disciple of Peel, as Peel had 
been of Cobden; in fact, the little handful of 
Protectionists declared that it was a Budget for 
Manchester, and “‘ asked for how many years more 
Manchester was to dictate laws for the nation.” 
Among many burdensome and irritating restrictions 
that were removed by the 1853 Budget, may be 
mentioned the Soap Taxes and the duties on 
advertisements in newspapers. No less than 
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123 duties were repealed, and I33 more 
reduced at a seeming cost of five millions to 
the revenue. That the Budget was a brilliant 
success, no more eloquent proof can be given 
than that the revenue from Customs and Excise 
increased in the very next year, although large 
remissions of taxation had been made. It is 
indeed a striking comment on the folly of Protec- 
tion that as Protective duties were reduced and 
abolished the Customs revenue increased. Glad- 
stone, in fact, was beginning a great supplementary 
scheme of fiscal reform. But his plans were inter- 
rupted by the Crimean War. His wise finance, 
however, lessened the shock of that catastrophe. 
Stafford Northcote, a financial disciple of Glad- 
stone, wrote in his Twenty Years of Financtal Policy: . 
“Could we have borne that strain as we did, if it 
had not been for the life which Sir Robert Peel 
first infused, and which Mr. Gladstone afterwards 
renewed, in our fiscal system, and but for which 
1854 might have found us struggling with an over- 
whelming deficiency, or inextricably entangled in 
the toils which must attend a reconstruction of the 
Income Tax? It was well for England that, in 
this respect at least, we had set our house in order 
before the day of trial came upon us.” 

When war broke out early in 1854, Gladstone 
put forward the sound doctrine that its expenses 
should be met as far as possible by increased 
taxation rather than by loans, because “ the 
necessity of meeting from year to year the expendi- 
ture which it entails is a salutary and wholesome 
check.” He accordingly doubled the Income Tax, 
raising it from 7d. to 14d., and also raised the duties 
on spirits, malt,and sugar. But this was a counsel 
of fiscal perfection, and war is no respecter of 
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prudent maxims. Within the year the Aberdeen 
Government was driven from office, and Glad- 
stone found it impossible to stay long in the new 
Palmerston administration. His successor, Sir 
George Cornewall Lewis, falling into the almost 
unavoidable temptation of borrowing, added 
largely to the National Debt, and pursued a 
reactionary financial course after the war. He 
quoted an obsolete dictum of Arthur Young: “if 
I was to define a good system of taxation, it 
should be that of bearing lightly on an infinite 
number of points, heavily on none.” Gladstone 
had no difficulty in showing its fallacy; for the 
main merit of Peel’s policy was that it had swept 
away an “infinite” number of small irritating 
taxes and thus simplified the tariff. 

Increased expenditure and these hazy economic 
views about the virtue of indirect taxes disordered 
the public finances after the Crimean War; and 
when Gladstone again became Chancellor of the 
Exchequer in 1859, he found himself confronted by 
a deficit of nearly £5,000,000. This he met by the 
heroic expedient of a heavy increase in the Income 
Tax. He had the good fortune to enjoy seven years’ 
uninterrupted tenure of office, during which time he 
completed the great work of simplifying the tariff 
and freeing industry from its remaining burdens. 
The Budget of 1860 is one of the most memorable 
in English history. It restored a balanced Budget, 
swept away a number of bad taxes, and was 
accompanied by the famous commercial treaty 
with France. It is known as the Cobden Treaty. 
For it was Cobden who negotiated it in Paris with 
admirable knowledge, patience, and diplomatic 
skill, inspired by the conviction that it would 
promote prosperity and good will between the two 
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countries. Great Britain agreed to abolish all 
duties on manufactured goods and to reduce the 
duties on light wines, while France greatly reduced 
her tariff on British goods. Some far-fetched 
arguments that such a treaty was inconsistent 
with theoretic Free Trade were easily disposed of. 
It was pointed out that every clause provided for 
a reduction of duties and that barriers hitherto 
difficult or unsurmountable were swept away. The 
result was that in nineteen years the trade between 
Great Britain and France almost quadrupled. 
Thus at a blow vanished all the remaining duties 
on manufactured articles, such as silks, gloves, 
artificial flowers, and watches; but Gladstone 
applied the axe with equally unsparing hand to 
every part of the tariff. Before the Budget of 1860 
there were still 419 dutiable articles ; after it there 
were 48, of which only 15 were contributors of any 
importance to the revenue. These I5, most of 
which survive to our own time, were: spirits, 
sugar, tea, tobacco, wine, coffee, currants, timber, 
chicory, figs, hops, pepper, raisins, rice, and a 
registration duty on corn. It may be added that 
the timber duties, after a very long and vexatious 
history, were finally swept away by Gladstone in 
1866, his object being to benefit the working 
classes by “‘ operating on the articles which give 
them the maximum of employment.” Timber, of 
course, is one of the most important of all our 
imported raw materials. As to corn in the 1860 
Budget, Gladstone had used these memorable 
words : “‘ Take the great change in the Corn Laws ; 
it may even possibly be doubted whether, up to 
this time, you have given them cheaper bread ; 
at best it has been but a trifle cheaper than before. 
That change, however, is one material indeed, yet, 
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it may be said, comparatively immaterial. But 
you have created a regular and steady trade in 


corn, which may be stated at {15,000,000 a year ,— 


by that trade you have created a corresponding 
demand for the commodities of which they are the 
producers, their labour being an essential and 
principal element in their production ; and it is the 
enhanced price their labour thus brings, even more 
than the cheapened price of commodities, that 
forms the main benefit they receive.” 

This is an answer to those rhetoricians who 
accuse Free Traders of sacrificing everything upon 
the altar of cheapness. Not the least beneficent 
feature of this wonderful Budget was the proposal 
to abolish the paper duties. Their repeal had been 
long overdue as a hateful ‘‘ tax upon knowledge,” 
but their considerable contribution to the revenue 
(about {£1,300,000) and the fears entertained in 
some quarters about a “cheap press’’ roused 
considerable opposition, and the measure was 
thrown out by the House of Lords. However, the 
next year Gladstone was equal to the occasion. 
Hitherto it had been the custom to send up the 
Budget piecemeal to the Lords; but in 1861, by 
a bold innovation which henceforth became the 
invariable practice, he combined all the provisions, 
including the abolition of the paper duties, in one 
measure. The Lords may not amend a money 
Bill and (unlike their successors in 1910) they 
shrank from the responsibility of rejecting it in 
toto. Thus ended an oppressive tax and thus 
began the era of cheap newspapers and cheap 
books. 

After this time it may be said “ the land had 
rest forty years’; for Free Trade in alliance 
with Peace very nearly approached the happy 
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State of being a cause without a history. The 
policy was accepted by both parties. Gladstone 
in the ’sixties—years of public thrift and expand- 
ing revenue—continued to make minor simplifica- 
tions in taxation, until the British tariff, which a 
quarter of a century before had been the most 
complicated in Europe, could now be printed on 
half a page of Whitaker’s Almanack. The benefits 
of the policy exceeded all anticipations, for even 
the Crimean War had only arrested the flow of 
prosperity. For many years not only our trade 
and manufactures, but our agriculture, enjoyed 
wonderful prosperity. 

In 1869 Robert Lowe abolished the shilling 
registration duty on corn, thus sacrificing revenue | 
to the amount of about £900,000. “It contained 
in itself,” he said, ‘‘all possible objections to a 
tax, and prevented the country becoming the great 
entrepot of corn.” This trifling duty had some 
significance at a later date. It was imposed as 
a revenue measure during the Boer War. Mr. 
Chamberlain wished to use it as a means of establish- 
ing a small preference for Imperial corn; but the 
Cabinet insisted on abolishing it at the end of the 
war, and the enthusiastic response of British 
Protectionists to his protests encouraged him to 
embark on Tariff Reform. 

Peel and Cobden had always maintained that Free 
Trade was necessary to England whatever other 
nations might do; but of course they hoped that 
other nations would follow our example. In this 
they were on the whole disappointed. The Civil 
War in the United States led to the imposition of 
enormous highly Customs duties, many of which 
were retained after the return of peace ; and thus 
the Protective system took firm root in Republican 
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policy, though the Democratic Party has always 
inclined to Free Trade. France, under the influence 
of Napoleon IIT, had shown a gleam of liberality 
by assenting to Cobden’s Treaty, but, after the 
Franco-German War, Protection and Armaments 
grew together in both countries. Bismarck 
embarked on a Protectionist policy towards the 
end of the ‘seventies. Three prosperous and 
peaceful little countries—Holland, Switzerland, 
and Denmark—have favoured Free Trade. Sweden 
is moving in the same direction. But most 
European States, and practically all our self- 
governing Dominions, adopted a more or less 
Protective policy towards the end of last century. 
A generation after the Repeal of the Corn Laws, 
English Protectionists began to raise their heads 
again. In 1879 and 1880 two terribly bad harvests 
inflicted a crushing blow upon our agriculture. 
The year 1881 was one of great depression, and the | 
general discontent was expressed in anagitationfor 
“Fair Trade,” which for some years enjoyed 
considerable popularity. Its protagonist was a 
Mr. Farrer Ecroyd, whose return to Parliament in 
a by-election at Preston was hailed as a great 
victory over what Mr. Arthur Balfour afterwards 
called “Insular Free Trade.”’ Ecroyd, who pro- 
fessed to be in favour of universal Free Trade, 
desired to benefit our Dominions and to provide 
bargaining matter with foreign countries by 
placing import duties on the produce of foreign 
nations which strove to shut out our goods. Three 
“ great objects ’’ were proposed by him in a widely 
circulated pamphlet :— , 
“ry, That the United Kingdom and its Colonies 
and dependencies be gradually welded into one 
great Free Trade Empire, capable, if the protective — 
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system be finally adopted by other nations, of 
supplying all its own essential wants. 

“2. That our fiscal arrangements be directed to 
divert the growth of our food, and the further 
investment of our capital, from foreign countries 
which impose duties on our productions, to our 
own Colonies and dependencies. 

‘3, That we abandon the system of commercial 
treaties until, by the temporary imposition of duties 
on foreign manufactures, we shall have regained, in 
every instance, the power of bargaining for equal 
treatment.” 

These proposals, combining Retaliation and 
Preference, attracted much attention, and they 
were backed by two vigorous articles in the 
Quarterly Review. James Lowther, Chaplin, and 
others seized the opportunity of advocating agri- 
cultural Protection. Later, Liberals of the type of - 
W. E. Forster tried to make use of the spirit which 
inspired Fair Trade in their schemes of Imperial 
Federation. A Fair Trade League was formed. 
At Leeds, in October, 1881, Gladstone, though at 
the fiercest stage of his duel with Parnell, found 
time to review the fiscal policy of forty years and 
to make a cogent defence of Free Trade. During 
the second Gladstonian administration (1880-5) 
the trade depression continued and many Conserva- 
tives found Fair Trade an excellent weapon for 
attacking the Liberals. 

Lord Randolph Churchill, ever ready to spread 
his sails to the passing breeze, took up the cry, and 
at Blackpool in 1884 uttered a lamentation which 
was afterwards imitated by Joseph Chamberlain. 
“Your iron industry,” he exclaimed, ‘is dead, 
dead as mutton; your coal industries, which 
depend greatly upon the iron industries, are 
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languishing. Your silk industry is dead, assassi- 
nated by the foreigner. Your woollen industry is 
in articulo mortis, gasping, struggling. Your cotton 
industry is seriously sick. The shipbuilding 
industry, which held out longest of all, is come toa 
standstill. Turn your eyes where you will, you will 
find signs of mortal disease.” 

Lord Randolph suspected Free Imports, and 
demanded an inquiry. But platform rhetoric is 
apt to be tempered by the responsibilities of office ; 
and even at the height of the campaign he con- 
fided to a friend that, although what he said about 
taxing the foreigner ‘‘ went down like butter,” he 
did not know how it could be done. When he came 
to sit on the Treasury Bench he quickly shed his 
Protectionist doctrines, and, whether in or out of 
office, poured cold water on all the attempts of his 
political friends to revive Fair Trade. In those 
days our Civil Service, nurtured in the traditions 
of Peel and Gladstone, provided an atmosphere 
which was highly unfavourable to Protection. Sir 
T. Farrer, as Permanent Secretary to the Board of 
Trade, was a tower of strength. After his retire- 
ment as Lord Farrer he fought strenuously for — 
the cause. He was elected President of the 
Cobden Club and his book, Free Trade versus Fair 
Trade, which handles every Protectionist and 
Preferential argument with unsparing vigour and 
invariable lucidity, states the case for Free Trade 
in a manner that has seldom been equalled. 

It was Farrer who supplied the ammunition for 
the Free Trade speeches of Joseph Chamberlain, 
who as President of the Board of Trade from 1880-5 
was foremost in repelling the Fair Trade argu- 
ments. He resisted Ecroyd’s proposals in the 
House of Commons, pointing out that during the 
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twenty years from 1831-50 the consumption of 
wheat per inhabitant in Great Britain had been 
270 lb. per annum, while in the period from 
1871-9 it had increased to 341 1b., and that the 
price had fallen from an average of 55s. per 
quarter to an average of 48s. He poured scorn upon 
Reciprocity and Retaliation. During the General 
Election campaign of 1885 he fought a Protectionist 
opponent in Birmingham with the cry of dear 
bread. ‘I think,’ he said, “‘it is inconceivable 
that the working classes of this country will ever 
again submit to the sufferings and to the miseries 
which were inflicted upon them by the Corn Laws 
in order to keep up the rents oflandlords.”’ Indeed, 
the speeches of the Authorised Version of Chamber- 
lain in 1885, provide a startling refutation of the 
Revised Version of Chamberlain in 1903-4. 
After 1885 trade slowly revived and the Home | 
Rule controversy diverted the public mind from 
fiscal subjects. Lord Salisbury, the Prime Minister, 
and Goschen, his Chancellor of the Exchequer, 
were both convinced Free Traders, for Lord 
Salisbury’s occasional nibbles at Reciprocity are 
hardly more than illustrations of the charm which 
dialectics have for the Cecilian mind. It is true 
that in 1889 a quasi-Protectionist measure was 
introduced in the proposal to agree to the Con- 
vention devised for the abolition of the foreign 
bounties on sugar. The proposal, however, was 
supported in a half-hearted manner, and was with- 
drawn largely owing to a masterly series of letters 
by Lord Farrer, who showed the enormous import- 
ance of cheap sugar to a number of our industries. 
Thus Fair Trade was forgotten for a time, and 
bimetallism seemed to be taking its place as a 
nostrum for occasional industrial depression. But 
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in spite of the prosperity of the last decade of the 
nineteenth century, the atmosphere was becoming 
favourable for a revival of some of the Ecroyd 
proposals. Our Colonies had begun to dabble in 
fiscal fallacies, and many Imperialists were arguing 
that the links of Empire should be strengthened 
by tariffs and commercial regulations. 

The Jubilees of 1887 and 1897 gave a stimulus 
to the Imperial spirit. Chamberlain, who had not 
been a member of the Conservative administration 
of 1886-92, was, like Lord Randolph Churchill, 
always eager to take advantage of popular feeling. 
In 1895, when he had the choice of practically any 
Cabinet office, he deliberately chose the Colonial 
Secretaryship. In the Colonial Office he soon 
developed Imperialism. First he was led by Cecil 
Rhodes into a war with President Kruger. After 
this costly episode (which eventually proved 
unpopular), he turned again to the idea of a 
Zollverein for the British Empire. He had already 
begun to flirt with it in 1897 when Canada 
gave a start to Imperial Preference by making a 
reduction of 124 per cent on the ordinary tariff in 
the case of British goods—a fair enough recognition 
of the free market and financial privileges which 
Canada enjoyed in Great Britain. Chamberlain’s 
schemes in this direction were interrupted, as we 
have seen, by the South African War. When peace 
was restored he returned to the Zollverein idea, and 
in 1903 (as we shall see) started a campaign for 
Imperial Preference which quickly transformed 
itself into “ the raging, tearing propaganda ”’ of a 
Protectionist agitation. 
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CHAPTER IV 
THE DEFEAT OF TARIFF REFORM, I1903-I9I4 


WE have seen how a liberalised Conservative 
statesman, Sir Robert Peel, convinced by Cobden’s 
arguments, abandoned the Tory principle of 
Protection, reduced the tariff in the early ‘forties 
of last century, and finally in 1846 repealed the 
Corn Laws; how the Whig Government which 
succeeded him repealed the Navigation Acts ; how 
in 1851 Disraeli, leader of the Die-Hard Tories, 
callously declared that Protection was ‘‘ dead and 
damned’; how Gladstone in a series of Budgets 
swept away all traces of protective and preferential © 
duties ; and how in the ’seventies, eighties, and 
nineties of last century Free Trade was main- 
tained intact by general assent save for occasional 
Fair Trade agitations, chiefly supported by 
unsuccessful manufacturers unable to withstand 
the competition of the cheap goods which, they 
said, were being “dumped” on our shores by 
German, French, Belgian, or American manu- 
facturers. 

We must now tell how, during the depression 
following the Boer War, British Protectionists and 
Imperialists at last found a powerful organiser and 
a clever exponent and champion of their favourite 
fallacies in Mr. Joseph Chamberlain, the ex-Radical 
and Free Trader of Birmingham, who had left the 
Liberal Party on the question of Irish Home Rule 
in 1886. As Colonial Secretary in Lord Salisbury’s 
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1895 administration he had developed into an 
ardent Imperialist, and conjured up the vision of 
a Customs Union for the British Empire. After 
the Boer War, on May 15, 1903, Chamberlain 
astonished his colleagues and the country by 
launching a scheme of Imperial Preference. 

Its weak points were soon discovered. It 
involved a duty on food, but offered no special 
attractions to British manufacturers. He said on 
that occasion: ‘‘ What do the Colonies ask ? They 
ask a preference on their particular products. You 
cannot in my opinion give them a preference on 
raw material. . . . Therefore, if you wish to have 
preference, if you wish to prevent separation, you 
must put a tax on food.”’ Thus an agitation against 
Free Trade, which raged on political platforms for 
the next three years, was started on the basis of 
Imperial sentiment. 

Perhaps Mr. Chamberlain had forgotten that a 
scheme of Imperial taxation had lost Great Britain 
its American colonies. Perhaps he was uncomfort- 
ably aware that his policy during the South African 
War had alienated the sympathies of the majority 
of the people of Cape Colony. Perhaps he thought 
that the Boer War, already becoming unpopular, 
would be forgotten if he could somehow make his 
countrymen believe that the Colonies were about 
to separate from the Mother Country, and that he 
had evolved a plan that would save the empire 
from a then imaginary catastrophe. Unfortunately 
for Mr. Chamberlain, the Duke of Devonshire and 
several other important members of the Cabinet 
were staunch Free Traders, and were determined 
to resist these proposals for altering the fiscal 
system of the country. Mr. Balfour, who had 
succeeded his uncle as Prime Minister, endeavoured 
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to prevent a schism in the Cabinet ; but eventually, 
on September 16th of the same year, 1903, he 
accepted Mr. Chamberlain’s resignation on the 
ground that public opinion was not yet ripe for 
food taxes, however well adapted they might be to 
preserve the empire. 

Meanwhile Mr. Chamberlain had been busily 
organising all the forces of Protection, and had 
received from some of his aristocratic friends, as 
well as from a number of manufacturers and 
leading financiers, enormous subscriptions to a 
campaign fund. A league was formed at Birming- 
ham, which ultimately took the name of the Tariff 
Reform League. By a supreme Stroke of audacity 
the telegraphic address chosen was ‘ Consistency, 
Birmingham ’’—as if people were likely to forget 
that Mr. Chamberlain was once a staunch Free 
Trader and a member of Mr. Gladstone’s Cabinet. 
A commission was appointed to draw up a 
scientific tariff, for which the German tariff was 
to serve as a model. Mr. Chamberlain started the 
campaign at Glasgow on October 6, 1903, and 
developed his proposals at a series of big meetings 
in the great towns. It soon appeared that he was 
suggesting not merely a scheme of Colonial Prefer- 
ence for the benefit of the Colonies, but a system 
of protective duties on all foreign imports except 
raw materials. He declared that Free Trade, 
however successful at first, ought now to be 
abandoned; that foreign countries with Pro- 
tectionist tariffs were rapidly forging ahead ; that 
British manufactures had been losing ground since 
the boom year of 1872, and that all our great 
industries were either actually ruined or doomed 
to destruction. 

Let us cite one brief passage as an example of 
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the melancholy gospel which Mr. Chamberlain 
preached to the country: “Agriculture, the 
greatest of all our industries, has been practically 
destroyed ; the sugar industry is gone; silk has 
gone; iron is threatened; wool is threatened Z 
cotton will go. At the present time these industries 
and the working men who depend on them, are 
like sheep in a fold. One by one they allow them- 
selves to be led out to slaughter, and there is no 
combination, no apparent prevision of what is in 
store for them.” Even shipping, he said, was falling 
back, and minor industries were being strangled 
by foreign competition. He professed to believe 
that import duties would be paid by the foreigner, 
and described them as a toll that foreign importers 
ought to pay “‘ for the privilege of trading with us.” . 

This new doctrine of full-blown Protection was 
received by some manufacturers and agriculturists 
with more enthusiasm than the original scheme of 
Colonial Preference which it re-enforced; but 
even Chamberlain’s dialectical skill could not hide 
the glaring inconsistencies of his argument. In 
fact, he was trying to attract to his side irreconcil- 
able interests. If, as he told the general consumer, 
import duties did not raise prices, how could a tax 
on foreign foodstuffs benefit either colonial or home 
producers, or a tax on foreign manufactures help 
the depressed trades of the United Kingdom? If 
the foreigner paid the duty, why need raw materials 
be admitted free ?_ If the consumer did not pay it, 
why need he promise that bacon, “ the food of the 
poor,” should be exempt ? 

These and many other equally awkward ques- 
tions were driven home by Free Traders in the 
Press and on the platform; nor were they ever 
satisfactorily answered. The “ raging, tearing 
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propaganda’”’ of Mr. Chamberlain and the Tariff 
Reform League was indeed resisted and criticised 
not only by his political opponents, but by such non- 
party organisations as the Cobden Club,* by leading 
bankers and financiers, and by nearly all our pro- 
fessors of economics. The effect on the political world 
was sensational. The Liberal Party, weakened of 
late years by dissensions over the Irish question 
and the Boer War, found active accord in defence 
of Free Trade.» Mr. Asquith, who like the other 
Liberal Imperialists had supported Chamberlain’s 
war policy, became an active and effective critic 
of his fiscal proposals. Labour and Trade Unionist 
leaders were almost unanimous in holding that 
the lot of the wage-earners would be harder, and 
their spending power less, under Tariff Reform. 
The Irish Nationalist Party, though taking little 
part in the economic controversy, was in no mood 
to accept a scheme framed rather for Birmingham 
than for Ireland by a bitter opponent of Home Rule. 
Thus Liberalism, Labour, and Nationalism were 
ranged against Mr. Chamberlain’s proposals. On 
the other side, though a majority of the Con- 
servatives and Unionists who had embraced 
Imperialism and admired Mr. Chamberlain, ac- 
cepted the new policy, some with enthusiasm, 
others with reluctance, there was also a con- 
siderable minority—which included some of the 
ablest and most respected members of the party— 
who stood by Free Trade. They were called Free 
Fooders, and among them all none was more 
demonstrative than Mr. Winston Churchill. 

* I was a member of the Committee at that time, and 
well remember how zealously our President, Lord Welby, 
Mr. Shaw-Lefevre (now Lord Eversley), Sir Spencer 
Walpole and others worked to expose the fallacies of the 
Tariff Reformers. 
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The position of Mr. Balfour was now very 
difficult. For though Mr. Chamberlain swung the 
Unionist ship round to Protection he was not its 
official pilot. Mr. Balfour was Prime Minister, and 
during his remaining period of office—May, 1903, 
to December, 1905—he succeeded by subtle 
dialectics in maintaining fiscal views so delicately 
balanced that each section of his party could 
interpret them in its own favour. He allowed Mr. 
Chamberlain to leave the Government; but he 
also accepted a little later the resignation of five 
Free Trade colleagues, and promoted Mr. Austen 
Chamberlain to the Chancellorship of the Ex- 
chequer. Mr. Balfour published a pamphlet on the 
question, containing two of his recent speeches, and 
an essay entitled “‘ Economic Notes on Insular Free 
Trade.” It seemed to be the work of a political 
casuist who accepted the abstract theories of Free 
Trade; but it was expressed with enough of 
qualification and hesitation to give some encourage- 
ment to mild Tariff Reformers. In spite of trade 
depression he held that the existing position was 
not unsatisfactory, but, he wrote, ‘““I ask the 
optimist to study tendencies—the dynamics, not 
the statics, of trade and manufactures. The ocean 
we are navigating is smooth enough, but where are 
we being driven by the tides ?’’ On the whole in 
this opening stage of the campaign Protectionist 
politicians got only cold comfort from Mr. Balfour, 
and his scepticism was afterwards justified; for 
the record of British imports and exports from that 
time to 1914 shattered the statistical basis of Mr. 
Chamberlain’s gloomy vaticinations. 

Meanwhile the campaign went forward. Mr. 
Chamberlain travelled with terrific energy from 


town to town, laying stress in each district on the. 
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difficulties that beset some local industry and the 
benefit that would accrue to it from his proposed 
tariff. His organisation, the Tariff Reform League, 
which perished unlamented a year or two ago, 
raised very large sums of money from anonymous 
donors, and held a commission of inquiry into the 
various industries of the United Kingdom for the 
purpose of framing a suitable tariff. 

Free Traders, on their part, were not idle. The 
Free Trade Union was organised to combat the 
Tariff Reform League, and it, too, dispatched an 
army of speakers up and down the country. Mr. 
Chamberlain’s statistical and historical errors were 
tracked down in pamphlets by the Cobden Club, 
one of which, Fact v. Fiction, prepared by a com- 
mittee of which Lord Eversley (then Mr. G. J. 
Shaw-Lefevre) was chairman, is the most complete 
exposure of political and economic quackery ever 
published in this country. 

The Tariff Reform agitation reached its climax 
during the General Election of January, 1906, It 
had by that time become evident that the Tariff 
Reformers, thanks to their plentiful supply of 
funds, had captured the Unionist Party machinery, 
and that the working classes shrank from the 
taxation of food. Several by-elections had gone 
heavily against the Unionist Government ; but no 
one was prepared for such an overwhelming defeat as 
that which occurred. When the House of Commons 
met in February, 1906, the majority supporting 
Campbell Bannerman was composed as follows : 


Liberals ; , P nome «7 
Labour. . ‘ . Se AE 
Nationalist . F : Pate, 


Total é : ae 
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As the Unionists numbered only 158 the Free 
Trade and Home Rule majority was 354. 

Some 16 of the Unionists returned were Free 
Traders; the remaining 142 had all accepted the 
Birmingham programme. Soon after the election 
Mr. Chamberlain was seized by a paralytic stroke, 
from which he never recovered, though he con- 
tinued to follow politics with keen interest until his 
death. 

The Tariff Reform League, however, did not 
relax its activity, but set itself to purge, as far as 
possible, the Unionist Party from any lingering 
taint of Free Trade doctrine. Staunch Free 
Traders were driven out of the party ranks; Free 
Fooders were forced to do lip service to Tariff 
Reform, and even Mr. Balfour was ultimately 
induced to declare himself a “‘ believer in Fiscal 
Reform ’”—October 7, 1909. What kind of Fiscal 
Reform he favoured was never explained in any of 
his utterances. 

The Tariff Reformers’ hopes of ultimate success 
were based on two possible developments. The 
Liberal Party had won the General Election largely 
on Free Trade ; but it could not spend its term of 
office merely in maintaining a revenue tariff. What- 
ever legislation it introduced would make it 
unpopular with certain interests or classes, and if 
the reaction were strong enough the Unionists 
might again come into power. If at the same 
time a period of bad trade overtook the country, 
Tariff Reform might help to win seats. Two bad 
winters, declared Mr. Bonar Law, an ardent Tariff 
Reformer, would convert the English electorate. 
But in neither respect did fortune prove kind to the 
Unionists. Trade, which had begun to improve 
before 1906, continued to expand, and was only 
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temporarily checked by the American financial 
crisis of 1907-8. 

The Tariff Reform hopes of a Unionist victory 
at the polls were disappointed at two more General 
Elections. Mr. Lloyd George’s Budget of 1909 
provided for heavy additional expenditure on the 
Navy and on social reform mainly by graduation 
of Income Tax and Death Duties. The Tariff 
Party strained every nerve to smash this Budget 
and to force a General Election. With the approval 
of Mr. Chamberlain and the tacit consent of Mr. 
Balfour, the House of Lords was urged to violate 
a long-established constitutional principle and to 
interfere with public finance by rejecting the 
Budget. The Peers obeyed, in spite of grave 
warnings from some of their leading members ; but 
the General Election which followed, in January, 
Igto, returned the Free Trade and Home Rule 
coalition to power, with a diminished but still large 
majority. When the Budget was passed into law, 
a second election was demanded, and granted, to 
settle the constitutional dispute between the two 
Houses. 

During the election campaign of November and 
December, 1910, Mr. Balfour was compelled to deal 
with Tariff Reform as well as with the powers of the 
House of Lords. The question of food taxes still 
aroused some uneasiness, which he tried to allay by 
a pledge that an increase in the price of bread 
should ‘“‘ not increase the cost of living to the 
working man.” This pledge was understood to 
promise compensatory reductions in taxation on 
other foodstuffs; but Unionist candidates in the 
North of England and Scotland found that it had 
not removed the doubts and fears of electors. Mr. 
Balfour thereupon resorted to a new device. The 
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referendum had already been suggested as a means 
of settling disputes between the two Houses; it 
was now to serve as a convenient shelf for the tariff 
policy. Ata great meeting in the Albert Hall on 
November 26, 1910, Mr. Balfour declared, as leader 
of the Unionist Party: “I have not the least 
objection to submit the principles of Tariff Reform 
to a referendum.’ The audience greeted the 
announcement with loud cheers. ‘‘ This has won 
us the election!’ cried some enthusiasts. But 
they were mistaken. The elections of December, 
1910, brought practically no change in the position 
of parties. A majority about as large as in the 
previous election was returned to oppose Tariff 
Reform, to pass Home Rule and to curtail the 
powers of the House of Lords. 

This result placed Mr. Balfour in a difficult 
position. Mr. Chamberlain, who still issued 
messages from his seclusion, had never approved of 
the referendum proposal, and the Tariff Reformers 
as a whole had accepted it only as an electioneering 
dodge. They were fully determined to use any 
future majority, by whatever means obtained, as 
an instrument for the passing of Tariff Reform ; 
and now that Mr. Balfour’s device had failed they 
proceeded to reject both the leader and his refer- 
endum. 

In November, rg1z, Mr. Balfour found his 
position as leader of the Unionist Party untenable, 
owing to the hostility of the Tariff Reform League. 
He therefore resigned, and Mr. Bonar Law, a 
clever Tariff Reformer, committed to the full 
Birmingham programme, was chosen in his place 
to lead the Opposition in the House of Commons, 
Lord Lansdowne—a member of the Cobden Club— 
remaining leader in the House of Lords. The 
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Unionist Party now seemed for the first time to 
be officially embarked on a complete scheme of 
Protection and Imperial Preference. In December, 
tgt1, Mr. Austen Chamberlain said they proposed 
to put a 5 per cent duty on foreign foodstuffs and 
an average of Io per cent on foreign manufactures. 
Mr. Bonar Law added a few days later: ‘‘ For 
some years we have kept the flag flying, and if there 
is any sincerity in political life, this is not the time, 
and, at all events, I am not the man to haul down 
the flag.”” But in the same speech he added that 
food taxes would not be imposed unless and until, 
after a colonial conference, the Governments of the 
Dominions requested the Home Government to 
impose them. Thus the invidious function of 
imposing food taxes in Great Britain was to be 
transferred from the British ministry to the Govern- 
ments of the self-governing Colonies ! 

This proposal was very badly received in the 
British and Colonial Press ; and as the by-elections 
were just then rather favourable to the Unionists, 
the Tariff Reform section determined to sweep 
away the one remaining obstacle—that is, the 
referendum pledge, which, as we have seen, had 
been given at the last General Election by Mr. 
Balfour, and had afterwards been renewed by Lord 
Lansdowne. Accordingly at a party meeting in 
November, 1912, the pledge was formally with- 
drawn by Lord Lansdowne. Mr. Bonar Law, who 
followed, described Tariff Reform as “ our first 
constructive plank,’ and said plainly, ‘“ Food 
taxes will be necessary.” 

There was great enthusiasm at the meeting. But 
a few days later the Unionist Party suffered a 
severe defeat at an important by-election in 
Lancashire; and this disappointment was freely 
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attributed to the unpopularity of Tariff Reform. 
Then suddenly two of the leading provincial news- 
papers, followed by The Times, the Telegraph, and 
the Daily Mail, began to revive the old Free Trade 
heresy, which was supposed to have been perse- 
cuted out of existence, though still professed by a 
few recalcitrants. When Parliament met, Unionist 
members were canvassed in the Lobby, and all but 
twenty were found to be opposed to the taxation of 
food! A panic seized the party, and it was declared 
that the next General Election could not be won 
unless the food taxes were dropped. 

Lord Lansdowne and Mr. Bonar Law threatened 
to resign rather than haul down the flag which they 
had raised in November ; but a memorial signed by 
all except five of the Unionist members in the 
House of Commons was presented to them in 
January begging them to retain the leadership and 
to postpone the imposition of new duties upon food- 
stuffs until after they had been submitted to the 
electors. After anxious consultations Mr. Bonar 
Law and Lord Lansdowne decided to acquiesce, and 
a new compact between the leaders and the party 
was formulated by Mr. Bonar Law in a speech at 
Edinburgh. 

Such was the position of Tariff Reform on the eve 
of the Great War. It was a beaten cause with a 
dismal record of defeat and no prospect of future 
victory. 
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CHAPTER V 
WAR AGAIN BRINGS PROTECTION 


THE story of Free Trade and Protection in Britain 
since that fatal month of August, 1914, when 
Armageddon began, is complicated, obscure, and, 
I am bound to say, disheartening to those who put 
their trust in the sincerity and fidelity of party 
leaders. But a war of such dimensions and such 
intensity, waged with the ferocity of savages and 
with all the devilish ingenuity of scientific chemists 
and mechanics, was bound not only to destroy 
human life at an unprecedented rate but also to play 
havoc with the public finance, the money, the credit, 
and the private commerce of all the belligerents. 

In May, 1915, the Liberal administration of Mr. 
Asquith, having failed to conduct the war with any 
conspicuous measure of success, either in France or 
at Gallipoli, suddenly found itself exposed to 
criticism in Parliament. Thereupon, to conciliate 
his critics and retain his post at the head of affairs, 
Mr. Asquith found it necessary or expedient to form 
a Coalition Government ; accordingly Lord Haldane 
and a number of his Liberal colleagues were dis- 
charged to make room for Mr. Bonar Law, Mr. 
Balfour, Mr. Austen Chamberlain, and other leading 
Unionists. 

Mr. Asquith assured his supporters at a party 
meeting that the Coalition was only intended to 
secure national unity and unanimity during the 
war; that the principles of the party and of the 
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party leaders remained unaltered. Home Rulers 
and Unionists, Free Traders and Tariff Reformers, 
would mutually respect one another’s opinions 
and in no wise violate the conscience of their 
supporters. It was understood that all domestic 
controversies would be put into cold storage ; and 
as there was a large majority of professed Free 
Traders in the House of Commons there would seem 
to have been no cause for anxiety on that score. 
British industries indeed were enjoying for the first 
time in their lives complete exemption from 
German competition. Besides, the new Chancellor 
of the Exchequer, Mr. McKenna, had always been 
noted for meticulous austerity as a Free Trader. 
In fact he had won his political spurs by the 
tenacity with which he had once fought against a 
Customs duty conferring a minute and almost 
imperceptible advantage on the home as against 
the foreign manufacturers of tobacco. To the 
amazement and indignation of Free Traders, how- 
ever, Mr. McKenna, with the approval of Mr. 
Asquith and the support of his other Liberal 
colleagues, introduced in his very next Budget 
33°3 per cent duties, without any corresponding 
Excise, on clocks, watches, and parts thereof; on 
motor-cars, motor-bicycles, and parts thereof, 
including magnetos but not tires; on musical 
instruments and parts thereof, including phono- 
graphs and records ; and lastly, on cinematograph 
films at the following rates : Blank film 4d. per foot, 
positive 1d. per foot, and negatives 5d. per foot. 
Other protective taxes were proposed, including 
hats, but this was defeated by violent French 
protests. 

The docility of the Liberal Party on this occasion 
was very surprising. Most of them obeyed the 
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party whip or abstained from voting. They were 
assured, indeed, that the duties had no Protectionist 
motive, that they were imposed to check imports 
of luxuries and to save ship space, and finally that 
they would lapse after the war. But prohibition 
would have served war purposes better, and the 
selection of watches, to save space, was well 
calculated to arouse suspicion in the minds of even 
guileless partisans. Mr. Bonar Law, the leading 
Protectionist, promised that as soon as the war 
was over the duties should be withdrawn—a 
pledge which was to be honoured in the breach. 
If Mr. Asquith, instead of forming a Coalition, 
had allowed the Unionists to succeed him, Free 
Trade would not have been endangered. The 
principle was abandoned in the House of its 
friends, and the citadel which had never fallen 
before the open attacks of all its critics and 
opponents, including the redoubtable Mr. Joseph ~ 
Chamberlain, was surrendered and betrayed by its 
own garrison in order to please the party they 
had defeated on this very issue at three successive 
General Elections. No wonder that the rank and - 
file of Liberal electors to whom Mr. Asquith, Mr. 
McKenna, Mr. Lloyd George, and the other Liberal 
members of the first Coalition ministry had owed 
nine years of high office and emolument have been 
a little sore ever since. No wonder that a party 
losing confidence in its leaders lost also for a time 
its self-respect and the respect of the country. 
After this concession the new Protectionist minis- 
ters were satisfied with the regulations and 
restrictions and the State control of industry which 
multiplied as the war went on. But this was not 
quite all; for the so-called Paris Resolutions were 
passed with a view to maintaining fiscal discrimina- 
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tion against Germany after the war. When these 
Resolutions were introduced, Sir John Simon—who 
had resigned office on the conscription issue— 
delivered a telling speech against them in the House 
of Commons. At the same time a number of 
independent Free Traders, including Lords Bryce 
and Beauchamp, Sir Hugh Bell and Mr. R. D. Holt, 
recorded an unavailing protest. At the end of 
1916 Mr. Asquith fell, and Mr. Lloyd George formed 
the second Coalition, with Mr. Bonar Law as leader 
in the House of Commons and Mr. Austen 
Chamberlain as Chancellor of the Exchequer. 

After the Armistice came the Hang-the-Kaiser 
Election, and the Coalition continued with a huge 
“coupon”’ majority ready to extend protective 
measures. In the spring of 1919 Mr. Lloyd George, 
who in pre-war days had always professed himtself 
an ardent Free Trader, discovered an opportunity 
of improving upon the McKenna duties by making 
them preferential. Mr. Austen Chamberlain, 
who was now Coalition Chancellor of the Ex- 
chequer, performed this function con amore, 
retaining the new protective duties and allowing a 
reduction of one-third on such of the dutiable 
articles as might on inspection at the Customs 
prove to have been produced within the Empire. 
At the same time a great effort was made to 
continue the controls and embargoes that had 
been imposed during the war. A committee was 
appointed which withdrew the restrictions on 
exports; but it maintained and even increased 
the restrictions on imports, so that at last no less 
than 260 classes of goods were either prohibited 
or were allowed to enter British ports only in 
restricted quantities under licences granted by the 
Board of Trade. 
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This corrupt and illegal system was, however, 
vigorously assailed. A group of Free Traders 
determined to appeal to the law courts. An Anti- 
Embargo League was formed for the express 
purpose of discovering whether Sir Auckland 
Geddes, then President of the Board of Trade, was 
not breaking the statute of monopolies and 
violating the common law. Lord Parmoor, a high 
authority, stated his opinion in the House of Lords 
that these embargoes and the licences—which Sir 
Auckland Geddes was granting to favoured 
persons to import these embargoed commodities 
and to sell them to British consumers at exorbitant 
prices—were illegal. Just before Parliament 
adjourned in August, Sir John Simon announced 
his intention of importing from Spain certain goods 
that had been prohibited by a proclamation pur- 
porting to be made under the authority of law. 
This letter caused a panic in the Government and 
immediately brought about the fall of Geddesburg, 
as the embargo and licensing system of Sir A. 
Geddes was appropriately called. 

A day or two afterwards, on Monday, August 
18, 1919, the Prime Minister, Mr. Lloyd George, 
announced in Parliament: ‘We have decided 
that the interim trade policy of import restrictions 
shall come definitely to an end on September Ist. 
They were retained to shield industries during the 
time of demobilisation, and during the time we 
were changing from war conditions to peace 
conditions. There is no further justification for 
them, and the only result of keeping them after 
September 1 would be to put up prices artificially ; 
and they are too high as it is.” 

Mr. Lloyd George, however, went on to use 
- language which sounded as if he had ceased to be 
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a Free Trader. Dumping, he said, was unfair to 
British industries, and the Government had 
decided to submit proposals to Parliament to deal 
with dumping. Then there was the problem of the 
exchanges: “A sovereign to-day fetches eighty- 
two marks, whereas before the war it fetched 
twenty. The Government therefore proposes to 
equip the Board of Trade with emergency powers 
to check sudden importations of goods at prices 
below the cost of production here owing to a 
collapse of foreign exchanges.”’ Mr. Lloyd George 
added that he had a third proposal—the “ shielding 
of unstable key industries.”” He tooksynthetic dyes 
and optical glasses as the best illustrations of what 
he meant by key industries. For the benefit of 
these industries the Board of Trade would be given 
power to prohibit the import of competing foreign 
goods except under licence, and at the same time 
to prevent excessive profits where the import price 
was considerably lower than that of the home-made 
article. 

When Parliament met again, in the late autumn, 
the Government introduced an anti-dumping Bill ; 
but it had a very bad reception. It was condemned 
by business men all over the country. About the 
same time Mr. Justice Sankey decided that one 
or two import restrictions which had been retained 
to shield key industries were illegal and invalid. 
The Government had not even the courage to lodge 
an appeal against this judgment. The whole 
embargo and licence system was thus declared 
illegal, and the anti-dumping Bill was shortly 
afterwards allowed to die a natural death. In 1919, 
therefore, Free Traders won all along the line. The 
only traces of Protection left in the fiscal system 
of the country were Mr. McKenna’s protective 
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duties, which had been made preferential by Mr. 
Austen Chamberlain. 

In truth British business men after the war 
were in a state of rebellion against Government 
interference with trade and shipping. They were 
determined to get rid of it; but the bureaucracy, 
fearful of being reduced in numbers, was equally 
determined to cling to all the powers and controls 
over internal and external trade that it had 
acquired during the war. The fight against 
bureaucracy for the decontrol. of business was 
therefore the chief subject of controversy in 1920. 
In such an atmosphere the Protectionist claims and 
pretensions of infant industries and key industries 
and unsuccessful industries did not receive much 
attention. 

Nevertheless, the Government promised that 
a Bill giving protection to the dye-manufactur- 
ing industry would be introduced later in the © 
session. As the Prime Minister put it, “‘ the House 
of Commons would be asked to honour the pledges 
given by the Government when the British Dye- 
stuffs Corporation was founded.” The Bill, entitled 
the Dye-stuffs Import Regulation Bill, was intro- 
duced in December. It was a Protectionist 
measure; but Mr. Asquith spiked the guns of the 
Independent Liberal Party by declining to vote 
against it, as his hands were tied by his own 
previous utterances. The Free Trade Union passed 
a strong resolution against it; but the Bill was 
carried by a large majority, composed of Unionists 
and Coalition Liberals. The result of this measure 
has been very prejudicial to the textile industries, 
which require a free supply of the very best colours 
at world-market prices. The Bill has raised 
artificially the price of inferior British dyes and has — 
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placed the supply of the best German dyes under 
the control of Government officials. 

Before coming to the last Protectionist measure 
of Mr. Lloyd George’s Coalition Government a 
previous incident, already mentioned, should be 
recalled. In June, 1916, Mr. Asquith and his 
Liberal colleague, Mr. Runciman, then President 
of the Board of Trade, as spokesmen of the 
British Government, promoted the notorious Paris 
Resolutions, which included : 

Measures for blacklisting and destroying enemy 
trade in neutral countries ; 

Measures for boycotting enemy trade during the 
reconstruction after the war ; 

Permanent measures of Protection for ‘‘safe- 
guarding ’”’ essential industries. 

After the Armistice and Peace, whenever the 
Independent Liberals attacked ministers for 
dabbling in Protection, they invariably retorted 
that they were merely carrying out the doctrines 
of the Paris Resolutions and following the wise 
guidance of Mr. Asquith, the leader of the 
Independent Liberal Party. 

No one of course doubts that both Mr. Asquith 
and Mr. Runciman were Free Traders by con- 
viction. They now rejoined the ranks of the Free 
Traders, and explained that the Paris Resolutions 
were framed to deal with the possibility of the 
German menace continuing after the war. As 
the peace has reduced Germany to impotence and 
bankruptcy, and as German exports were less than 
half what they were before the war, the exigencies 
contemplated in the Paris Resolutions had not 
been called into existence, and the policy therefore 
ought to be allowed to drop. But as the elections 
of December, 1918, had returned a large Conserva- 
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tive and Protectionist majority to the House of 
Commons, Mr. Lloyd George was impelled in the 
parliamentary session of 192I again to call in aid 
the Paris Resolutions in order to justify another 
deviation from the path of Free Trade. The German 
Reparations Act was passed nominally for the 
purpose of extracting the German indemnity, and 
is perhaps the most fantastic example of the new 
Protection. It has been a complete failure, and 
we may pass on at once to the Safeguarding of 
Industries Bill. It was introduced by two resolu- 
tions. The first resolution provided that a customs 
duty of 33°3 per cent ad valorem should be imposed 
on nine classes of articles supposed to be key indus- 
tries essential to success in war. These included 
optical glass, laboratory porcelain, hosiery latch 
needles, metallic tungsten, and all synthetic organic 
chemicals. The second resolution provided that a 
similar duty should be imposed on articles offered — 
for sale in the United Kingdom at prices below the 
cost of production or at prices below those at which 
similar goods can be profitably manufactured in the 
United Kingdom, owing to a depreciation of the 
currency in the country of origin. Manufacturers 
desiring protection against dumping were to apply 
to the Board of Trade, and if the Board of Trade 
decided in their favour an order was to be made, 
subject to the confirmation of Parliament. These 
resolutions were embodied in a Bill which passed 
Parliament in August, 1922; not, however, until 
after it had been subjected to much criticism and 
considerable amendment. 

The Safeguarding of Industries Bill was not 
popular, even with the Conservatives—which may 
explain why Sir Alfred Mond and other Coalition 
Liberal Ministers were requisitioned to defend it. 
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Out of 360, only 142 voted for the third reading, 
which was carried by 178 to 56 ina verysmall House. 
Part I of the Bill, protecting a number of small 
key industries, went into force on October1. The 
duties were imposed for five years only. Part II, 
described as for the prevention of dumping, was to 
be administered by committees appointed by the 
Board of Trade. Many applications were made 
and a few granted, including fabric, gloves, and gas 
mantles. So far as the revenue was concerned, the 
results were infinitesimal. The unpopularity of 
the measure was generally admitted. The few 
small favoured industries were, of course, delighted. 
But general feeling against Protection was so 
strong that Mr. Bonar Law at the outset of the 
General Election—November, 1922—promised that 
if he were returned to power he would not disturb 
the fiscal system of the country. Lord Derby 
repeated the assurance and added that if any 
Protectionist measure were introduced he would 
resign his position in the Cabinet. Mr. Bonar Law 
(who had ousted Mr. Lloyd George and the 
Coalition Liberals from office) did not, of course, 
promise to abolish the existing protective duties 
or to repeal the Safeguarding of Industries 
Act ; but he could do nothing for Tariff Reform 
without breaking the pledge given at the General 
Election. 

On the whole I think it may fairly be said that 
in 1922 Great Britain remained substantially a 
Free Trade country, and that Free Trade sentiment 
prevailed alike among business men and the 
working classes. The Bonar Law Government was 
returned for Conservative reasons after it had given 
a pledge not to introduce Protection. Even so, it 
polled only a minority of the votes cast. Not a 
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single important industry—unless we except auto- 
mobiles and clocks—had received Protection. Agri- 
culture, which of all our staple industries needs 
Protection most, and would receive most benefit, 
can never hope to induce the working classes to 
submit to a tariff which would raise the price of 
bread and other necessaries of life. 


CHAPTER VI 
THE DEFEAT OF PROTECTION, 1923-1924 


FORTUNE or Providence gave a wonderful oppor- 
tunity in the autumn of 1923 to British Free 
Traders ; and they made full use of it. There was 
nothing surprising in the victory except the 
simplicity of the Tariff Reformers in thinking they 
could succeed by a direct appeal to the people. 
Since the overthrow of the Corn Laws in 1846 Free 
Trade had never been defeated by its enemies. If 
the citadel had not been betrayed by its friends in 
Ig15 and subsequent years, there would have been 
no protective or preferential duties to fall before 
the trusty axe of Philip Snowden. As it was, 


in spite of the McKenna duties and the Safeguard-. 


ing of Industries Act, Britain remained substanti- 
ally a Free Trade country ; for the great bulk of our 
imports entered free of Customs duty, while most 
of the Customs duties actually levied had corre- 
sponding Excise duties (as in the case of beer and 
spirits), or affected foreign products not grown at 
home, such as tea, coffee, cocoa, and raisins. 

Since the forties, fifties, and sixties of last 
century, when Sir Robert Peel and Mr. Gladstone 
swept away our old Protective and Preferential 
Tariff, no General Election in this country has 
ever been won by the Protectionists. In 1905, and 
again at the two General Elections of Igto, they 
challenged a verdict and suffered decisive defeat. 
During and after the war two Liberal Prime 
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Ministers in successive Coalition Ministries, on 
various pretexts, introduced small instalments 
of Protection and Preference ; but they had acted 
without authority from the constituencies. And 
so unpopular were these innovations felt to have 
been that at the elections of November, 1922, Mr. 
Bonar Law most definitely pledged himself and 
his Party, if they gained a majority, not to alter the 
fiscal system of the country. Our people were sick 
of Coalitions; and the prevailing mood was 
Conservative. Mr. Bonar Law’s offer of stability 
and tranquillity exactly suited them, and they 
gave him a comfortable majority. But the poor 
man did not live to enjoy his political good fortune, 
and within a few months he was succeeded by Mr. 
Baldwin. 

Then began an annus mirabilis. Never in the 
modern history of British politics—not even in the 
year 1886, which saw Mr. Gladstone’s conversion 
to Home Rule—has the political scenery been so 
suddenly shifted. Confident as I felt about the 
strength of Free Trade, I never thought it would 
be put to the test before the year 1923 was out. 
Who would have believed in the summer of 1923 
that a Conservative Government would commit 
hari-kari after a year of office, or that a Labour 
Government, accepting the gospel of Cobden, and 
dropping the gospel of Marx, would remove 
practically all traces of Protection from our 
Customs tariff, or lastly that this same Government 
after less than a year in office would throw up the 
sponge on a side issue and rush down a steep place 
into certain defeat ? No doubt our Tariff Reform- 
ers in the autumn of 1923 were encouraged by the 
contemporaneous spectacle of bad trade at home 
and good trade in the United States, where a high 
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tariff seemed to be firmly established. But they 
forgot, or ignored the difference in conditions. The 
United States is an immense Free Trade union of 
forty-eight States with a wonderful diversity of soil, 
climate, and mineral wealth. These States can 
produce and exchange without let or hindrance 
practically all that is necessary to human life and 
comfort. Impregnable and unassailable, divided 
by an ocean from the broils and turmoils of the Old 
World, a race so inventive and energetic and 
speculative must advance in material prosperity 
by leaps and bounds. No doubt, if the Union were 
not surrounded by a tariff, its advance would be 
still more rapid; its exportable surplus would 
grow faster and would exchange on better terms 
for the exportable surplus of other countries. But 
whatever disadvantage the consumers and pro- 
ducers of America suffer on balance from their 
encircling tariff wall, it is obviously small in 
comparison with the mischief our small island 
would encounter. In the first place, only about 
one-twentieth of our population lives by cultivating 
the soil. More than half of what we eat has to be 
imported. That explains why, since the repeal of 
the Corn Laws, no British party has dared to 
propose high import duties on cereals and meat 
for the protection of British farmers. Desirable as 
it is to increase the number of those who live a 
healthy life in the country, the protection of agri- 
culture is politically impossible. The masses who 
live in our towns will not hear of any project for 
making their food dearer. Nor can our landlords 
and farmers hope for a tariff on wool, or hides, or 
timber ; for these are the raw materials of great 
industries. Thus at the outset a British Pro- 
tectionist is heavily handicapped. He cannot 
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protect agriculture, or help the very class which 
has the strongest claim to be shielded against 
foreign competition. Here, too, isa fatal bar to any 
real system of Colonial Preference ; for the staple 
exports of the British Colonies are cereals, meat, 
wool, hides, timber, etc. Mr. Baldwin, indeed, 
proposed protective and preferential duties on 
apples, fruit juices, honey, and tinned salmon ; 
but by general consent these proved extremely 
unpopular at election meetings in November and 
December, 1923. 

Agriculture being thus excluded, we may ask 
what proportion of British industries and work- 
men stand to gain by a tariff. One of the largest 
Trade Unions, that of railwaymen, is, of course, 
opposed to any increase in the cost of living. 
Another—perhaps the strongest and largest of all 
—that of the coal miners—can only lose by 
Protection; for we have immense exports and 
practically no imports of coal. The shipping and 
shipbuilding industries also naturally object to a 
project which aims at reducing imports and is 
- bound therefore to reduce exports and diminish 
our carrying trade. 

What about British manufactures? Here if 
anywhere the Tariff Reformer should find enthusi- 
astic support. But unfortunately for him our 
staple manufactures are largely exporting trades. 
They depend for success upon a low cost of pro- 
duction, which enables them to hold or capture a 
big share in neutral markets. When Mr. Baldwin 
and his friends proposed a general tariff on manu- 
factured goods as a remedy for unemployment, 
they were thinking of a few comparatively small 
industries, perhaps 10 per cent of the whole, which 
feel foreign competition at home and have no 


76 From Adam Smith to Philip Snowden 


markets to speak of abroad. A good rough-and- 
ready test as to what industries would gain and 
what would lose by a general tariff is this import 
and export test, and it may be formulated as 
follows: Under a general tariff to protect the home 
market a trade whose imports exceed its exports might 
hope to gain, while a trade whose exports exceed its 
imports would stand to lose; and the greater the 
excess the greater the loss. 

Taking the official statistics of our import and 
export trade, January to October, 1923, I found 
that in the category of goods mainly or wholly 
manufactured, British imports were valued at 
Ig1 millions sterling, and British exports at 
482 millions sterling. On this showing British 
manufacturers as a whole would stand to lose £48 
for every £19 they might gain by Protection. But 
our cotton manufacturers would stand to lose in the 
proportion of £148 to £5! 

Take the seven leading trades in the list :— 


Value of Value of 
Imports in Exports in 
millions sterling. millions sterling. 
Cotton goods. re. : aceee W1 
Iron and steel ear ‘ ‘ 62 
Woollen goods ee ; ; 53 
Other textiles 30 ; ; 19 
Apparel : ye 5 : : 22 
Chemicals. kG : ' 21 
Vehicles : ae : ‘ 24 


Some of the smaller industries show a surplus the 
other way, and might gain by Protection if they 
were specially favoured at the expense of farmers 
and other manufacturers. In the period I have 
examined, our imports of silk goods were valued 
at {15,000,000 against exports of £1,000,000. But 
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at that time British silk mills were well employed 
and most of the silk goods imported are the raw 
materials of a much larger industry which would 
suffer from a tariff. The history of the British 
silk industry under Protection should have been 
a sufficient warning against tampering with the 
import trade. 

If one wantsa fair political comparison of the tariff 
question as between the United States and Great 
Britain, one should ask whether the New England 
States, with New York and New Jersey thrown in, 
would be inclined to welcome, and would expect to 
gain by, a protective tariff against the other States 
and against the world in general. If such a 
proposal were put to the vote, it would, I imagine, 
be defeated at least as decisively by the New 
Englanders as were the proposals of Mr. Joseph 
Chamberlain in 1905 and Mr. Stanley Baldwin in 
1923 by the Old Englanders. 

Such being the conditions of manufacturing and 
commercial activity in this island, and such the 
natural desire of our wage-earners for cheap food 
and clothing, it may well be asked how it came 
about that the Conservative Party, comfortably 
ensconced in office, with a term of four or five years 
in safe prospect, abandoned its programme and 
invited electors to take a plunge in the Fiscal 
Sea. After the General Election of 1923, at which, 
as we have seen, Mr. Bonar Law had taken the 
pledge against any disturbance of the tariff, the 
new Parliament met for a short session on Novem- 
ber 23rd. The Conservatives had a majority of 79 
over the Labour Party and Liberal Party com- 
bined; but this majority sank to 62 on an 
amendment (moved by Sir John Simon) demand- 
ing the repeal of the Safeguarding of Industries Act. 
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The main session following the Christmas vacation 
began on February 13th. In the light of after 
events a sentence in the King’s Speech may seem 
significant: ‘I look forward more particularly 
to a greater development of inter-Imperial trade in 
co-operation with the various Governments of my 
Empire.” But in the debates that followed the 
observation wasignored. Probably it was intended 
merely as a courteous reference to the approaching 
Conference of Colonial Premiers in London. Trade 
was still bad, but unemployment was diminishing. 
No fiscal change nor any hint of such a thing 
appeared in the Budget, which reduced the beer 
duty and restored Free Trade in cider. After 
listening to the financial statement, Mr. Asquith 
congratulated Mr. Baldwin on having proceeded 
“on sound economic lines.’”” On May 2oth, in the 
grip of a fatal disease, Mr. Bonar Law resigned the 
Premiership and was succeeded by Mr. Baldwin. 
Some said the new Prime Minister was a Protection- 
ist by instinct and a Free Trader by conviction. 
As a Worcestershire squire, with a large interest 
in the iron trade and commercial connections in 
Birmingham, he might have been expected to be a 
prominent Tariff Reformer; but his first step 
seemed deliberately calculated to maintain the 
fiscal status quo. He gave out that, while he would 
himself retain the Chancellorship of the Exchequer 
until the Budget was disposed of, he looked for the 
return of Mr. McKenna to the House of Commons 
as his successor in that office. Although during the 
war Mr. McKenna had (as we have seen) made 
himself responsible for the first serious violation of 
Free Trade since the repeal of the Corn Laws, it 
was well known that he desired to restore the Free 
Trade system. The so-called McKenna duties 
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(33°3 per cent ad valorem on motor-cars, musical 
instruments, clocks, watches, and cinema films) 
had been imposed in 1915 in order to save ship 
space and to restrict the consumption of luxuries. 
So at least it was alleged at the time, and the 
Coalition Government was pledged to their repeal 
after the war. This pledge had been disregarded. 
The duties were popular with Protectionists, and 
the Morning Post raised an alarm as soon as Mr. 
Baldwin’s purpose became known, The hubbub 
increased on June 12th, when, in supporting a 
proposal to repeal the McKenna duties, Captain 
Benn read a letter written by Mr. McKenna to a 
company engaged in importing musical instru- 
ments, in the course of which he had said :— 

““T deeply regret that the Government have not 
given effect to my promise, which was publicly 
made in the House of Commons, that the ad 
valorem duties on imported luxuries, including ~ 
organs, should be imposed for the period of the 
war only. The best advice I can offer now is that 
you should appeal to the Chancellor of the 
Exchequer to remove the tax; which, I am well 
aware, operates very injuriously to your business.”’ 

It proved impossible to obtain a safe Conserva- 
tive seat for Mr. McKenna, and on August 28th it 
was announced that he had abandoned the quest. 
Thereupon, Mr. Neville Chamberlain, a strong 
Tariff Reformer, was appointed Chancellor of the 
Exchequer, and his influence, conjoined with that 
of Mr. L. S. Amery, the First Lord of the Admiralty, 
soon began to operate. Meanwhile, Imperial 
Preference had been discussed several times in the 
House of Lords. In reply to Lord Beauchamp’s 
criticisms, a Minister defended the existing duties, 
but stated that the Government, while looking 
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forward to an exchange of opinions with the 
Dominion Premiers at the approaching Imperial 
Conference, felt itself bound by Mr. Bonar Law’s 
pledge not to make any fundamental change in the 
fiscal system of Great Britain. 

About this time, seeing that Mr. Lloyd George 
and his supporters were inclined to play with 
Preference and Protection (probably in the hope 
of forming a Central Party leading up to a new 
Coalition Government), the Independent Liberals 
set up a Parliamentary Committee in defence of 
Free Trade, and Mr. Asquith, who was invited to 
address them, vigorously denounced all prefer- 
ential and protective duties. After the close of 
the Session Tariff Reformers were heartened by 
a small meeting of the Council of the Bradford 
Chamber of Commerce, which resolved to ask that 
the Safeguarding of Industries Act should be 
invoked to protect Yorkshire cloth against French 
competition. Further encouragement came from 
General Smuts, who, on leaving South Africa for 
the Conference on September 4th, ‘‘ assumed,” 
in a public speech, “‘ from Great Britain’s departure 
from its Free Trade policy that the British Govern- 
ment was prepared to meet the Dominions on a 
number of questions.” 

And so it proved. The Imperial Conference met 
on October Ist. In his introductory speech Mr. 
Baldwin hardly touched the fiscal question, though 
he remarked that the economic condition of Europe 
made it essential that we should turn our eyes else- 
where—to the resources and development of our 
boundless Empire. As the Conference proceeded, 
Mr. Bruce of Australia made the running for Tariff 
Reform, preaching the gospel of Preference and 
Protection at the top of his voice. The President 
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of the Board of Trade, Sir P. Lloyd Graeme, 
responded on October gth with proposals for new 
or increased preferential duties on dried fruits, 
sugar, and tobacco. The Morning Post attributed 
the narrow range and timidity of this Imperial offer 
to the unfortunate pledge given by Mr. Bonar Law 
at the General Elections, and regarded by his 
successor as binding during the life of that Parlia- 
ment. These new preferential proposals were at 
once denounced by Sir John Simon and Mr. Arthur 
Henderson on behalf of the Independent Liberals 
and of the Labour Party. Strong resolutions 
against them came from the Free Trade Union, 
while letters in The Times and other newspapers, 
reminding Mr. Baldwin of the pledge, urged that 
this new scheme could not honourably be intro- 
duced until the sense of the country had been 
taken. 

From this point the situation developed with 
sensational rapidity. On October 25th, Mr. 
Baldwin had to address the Annual Meeting of the 
Conservative caucus at Plymouth. Apparently 
his mind had completely changed on economic and 
fiscal questions. A year before at the General 
Election he and Mr. Bonar Law had preached 
peace and economy, “ Tranquillity and Stability,” 
reduction of taxes, and non-interference with tariffs 
or business as the true means of gradually restoring 
trade and diminishing unemployment. Though 
unemployment during the year had considerably 
diminished, he now directed attention to foreign 
competition as the real cause of industrial distress ; 
but he accepted Mr. Bonar Law’s pledge as binding 
upon him and promised to take a verdict if 
challenged. Unemployment was, for him, the 
crucial problem. He was not content to go 
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pottering along: “I am willing to fight it, I 
cannot fight it without weapons .. . and I have 
come to the conclusion myself that the only way of 
fighting this subject is by protecting the Home 
Market.”’ It seems that this startling declaration 
- was more or less unpremeditated, and that it was 
made without the authority of the Cabinet. 
Probably Mr. Baldwin had not foreseen what 
would happen. The moment the words “ protect- 
ing the Home Market” had escaped his lips, a 
tremendous outburst of cheering broke forth, and 
shouts of “‘ Good old Baldwin ’’ resounded through 
the hall. Mr. Baldwin evidently was taken aback, 
but when silence was restored he faltered forth :-— 

“Tam not a clever man. I know nothing of 
political tactics, but I will say this. Having come 
to that conclusion myself, I felt the only honest 
and right thing as the leader of a Democratic party 
was to tell them, at the first opportunity I had, 
what I thought, and submit it to their judgments.” 

The delight of the extreme Tariff Reformers, who 
were willing to stake office and everything else on 
the chance of an unqualified success for their cause, 
was only equalled by the consternation of the 
average Conservative member and office holder, 
who had settled down to the quiet enjoyment of a 
good working majority. Mr. Baldwin’s speech was 
promptly clinched by Mr. Neville Chamberlain, his 
Chancellor of the Exchequer. Next morning the 
Premier found from the newspapers that he was 
in for a General Election, the only question being 
whether it should come at once or in the spring. 
There was nothing now for it but to go forward and 
construct a platform, which would carry all the 
Protectionist interests and attract the unemployed. 
One great difficulty was agriculture and the 


Defeat of Protection, 1923-1924 83 


question of duties on food, which had proved 
a stumbling-block to Mr. Chamberlain’s Tariff 
Reform schemes in 1905 and again in rg1o. Mr. 
Bruce, the Australian Premier, had queered the 
pitch by appealing to British farmers for a pro- 
tective and preferential tariff on wheat and meat. 
The party managers told Mr. Baldwin that this 
would never do; and on October 27th, Sir W. 
Joynson-Hicks, speaking at Canterbury, declared : 
“Tn the present circumstances, with two millions 
unemployed,* it would be quite impossible that 
we should put a tax on the food that comes into 
this country with a possible effect of making it 
dearer.” This declaration was afterwards enforced 
by Mr. Baldwin, who promised that, if his tariff 
plans were approved by the country, he would not 
tax any “‘ essential foods.’’ But as people gener- 
ally are fond of non-essential foods, such as apples, 
dried fruits, tinned salmon, etc., which were to be 
taxed, this declaration did not allay opposition. 
Besides, families of small means are not reconciled 
to higher prices for their boots and clothing by an 
announcement that bread and the bare necessities 
of the table will not be interfered with. The 
farmers, of course, were up in arms, when they 
found that Protection would raise the prices of tools, 
machinery, and other things they had to buy with- 
out raising the price of their produce. To propitiate 
them Mr. Baldwin a little later promised a subsidy 
of £1 per acre on arable land, including orchards, 
out of the revenues derived from import duties on 
manufactured articles. 

But his attitude varied in these critical weeks 
from time to time and from place to place, and so 
did that of his colleagues. At Swansea, for instance, 

* A rhetorical exaggeration. 


84 From Adam Smith to Philip Snowden 


on October 30th, the Premier attacked ‘‘ one- 
sided Free Trade,”’ and extolled tariffs as a means 
not so much of increasing employment, as of 
“driving bargains and getting freer trade than 
you have ever had before.” Mr. Amery, who led 
the extreme Tariff Reform wing at Birmingham, 
believed in tariffs on food and everything else. He 
assured the electors that the output of food, goods, 
and raw materials at home and in the Empire 
would receive such an impetus from a preferential 
and protective tariff that all good things would 
abound, and the cost of living and production would 
actually be reduced, 

As the controversy went on, Mr. Baldwin’s 
difficulties increased rather than diminished. 
Among Cabinet Ministers who inclined to Free 
Trade, the Earl of Derby, the Duke of Devonshire, 
and Lord Robert Cecil made half-hearted speeches 
on behalf of a mild edition of Tariff Reform. The 
late Marquis Curzon was silent, and the Marquis of 
Salisbury went off to the Continent. Mr. Austen 
Chamberlain, Sir Robert Horne, and Lord Birken- 
head, who had been out of office since the fall of 
Mr. Lloyd George, were not easily won over. To 
avoid a disclosure of the proposed taxes a small 
Committee, headed by Viscount Milner, Professor 
Sir William Ashley, Professor Hewins, and one 
or two business men, was appointed to prepare 
a tariff in secret. This device enabled Mr. Baldwin 
to resist demands for definite details, which, if not 
disappointing to the industries concerned, would 
be certain to alarm others. 

Ultimately the date of the General Election was 
fixed for December 6th, at a brief meeting of 
Parliament convened for the purpose. With a 
multitude of three-cornered contests and the bogey 
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of a Capital Levy to help them against Labour, 
the Government experts anticipated a substantial 
if somewhat reduced majority. It was hoped, too, 
that the cry of Protection for the Home Market 
would divide the Labour Party, and that Coalition 
Liberals who had voted with Mr. Lloyd George for 
Preference and Protection would also enfeeble the 
opposition to Mr. Baldwin’s programme. But 
these hopes were speedily shattered. The Labour 
Party’s manifesto, issued on November 17th, went 
strongly for Free Trade, declaring that tariffs are 
no remedy for unemployment, that they obstruct 
the free exchange of goods and services on which 
civilised society rests, foster profiteering, lead to 
corruption, promote monopolies, and impoverish 
the people. As for the Liberal Party, the two 
sections immediately united; for Mr. Lloyd 
George, returning from America after the Plymouth 
speech, promptly plumped for Free Trade. In the 
course of the campaign powerful arguments against 
the new policy were delivered by Mr. Asquith and 
Sir John Simon. When the General Election 
results appeared it was found that the strength of 
the Independent Liberals was more than doubled, 
though Mr. Lloyd George lost more than half his 
Coalition Liberal followers. This was fortunate ; for 
after the election Mr. Lloyd George and his group 
failed the cause of Free Trade in a critical division. 

The new House of Commons consisted of 259 
Conservatives, 191 Labour members, 155 Liberals, 
and 10 Independents. By consenting to Tariff 
Reform, and adopting for the first time since 
Disraeli had declared it ‘‘dead and damned” a 
full Protectionist policy, Mr. Baldwin had trans- 
formed a Conservative majority of 77 into a 
minority of 97. 
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I need not recount the sequel—how the Con- 
servative Press appealed for Liberal support against 
the menace of a Labour Government—how the 
Liberals refused it on the ground that the country 
had voted for the restoration of complete Free 
Trade, and that there was no danger of Socialistic 
measures. As Mr. Asquith put it: “If the 
experiment of a Labour Government was to be 
tried, it could not be tried under safer conditions.” 
With this policy Free Traders had good reason to” 
be satisfied. Mr. Snowden’s Budget repealed the 
McKenna duties and repealed, or reduced, most of 
the preferential duties on such articles as sugar, tea, 
and dried fruits. The Budget was carried by large 
majorities; but a big effort was made by the 
Imperialists, with the assistance of Mr. Lloyd 
George and his adherents, to defeat the Govern- 
ment on a series of Preferential Resolutions moved 
by Mr. Baldwin in the middle of June. On the 
first of these Resolutions the Government only won 
by the narrow majority of six; but as the divisions 
proceeded the Free Trade majorities increased, and 


finally Mr. Baldwin threw up the sponge. Itlooked | 


as if Protection and Preference—and Preference is 
worse than Protection, because it involves dis- 
crimination against our foreign customers—had 
received a stunning blow. The Conservative Party 
took note of its defeat by announcing that it would 
not revive its proposal for a protective tariff, until 
the country had changed its mind. 


Whatever may be thought of the Labour and 


Liberal tactics—and they could hardly have 
been worse—which brought about the General 
Election of November, 1924, no one pretends that 
it affords any evidence of any change of mind in 
the country at large on the subject of Protection 


fe 
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and Preference. The Labour Party’s manifesto 
did not even mention the subject. The Conser- 
vative Press concentrated its whole attention 
on “ Bolshevism”’ and so did the Conservative 
candidates. After the results were declared all the 
Conservative newspapers announced that it was a 
decisive verdict against the Red Peril and Com- 
munism. To distort such a verdict into a mandate 
for protective and preferential measures is a gross 
outrage upon representative institutions. 


* * K * 


When Parliament met in December, 1924, Mr. 
Baldwin made a pretty distinction between ‘safe- 
guarding’ and ‘Protection.’ Apart from another 
official inquiry into weak industries, which might 
apply to be ‘safeguarded,’ Protection, he stated, 
would not be resorted to in the present Parliament. 
As Mr. Winston Churchill, whose Free Trade 
convictions had been advertised quite recently in 
a series of speeches, had been appointed Chancellor 
of the Exchequer, the fiscal issue seemed again to 
have been laid to rest. It was therefore with no 
little astonishment and indignation that Free 
Trade members of the House of Commons listened 
to Mr. Churchill’s first Budget in which he un- 
folded new instalments of Protection on silk, 
artificial silk, and hops, besides restoring the 
McKenna duties. Thus Free Trade has again 
been betrayed by a notorious Free Trader— 
and in this case disloyalty to principle has been 
accompanied by a cynical violation of the Prime 
Minister’s pledge to the House of Commons. 
With the actual words of this pledge taken from 
Hansard (December 17th, 1924) this survey of 
recent events may be concluded :—“ So far as the 
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Protection of any industry goes in this Parliament, 
the only avenue open to them is the avenue through 
the New Safeguarding of Industries Act.” If Mr. 
Baldwin and Mr. Churchill can reconcile this clear 
statement with the New Protective Customs 
Duties in the Budget, they will be very clever 
men; if not they will have struck another blow at 
public honour and at public confidence in the 
characters of those who work representative 
institutions. 
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